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Mr Marshall’s Challenge 


HE rehabilitation of the economic structure of Europe quite evi- 
dently will require a much longer time and greater effort than has 
been foreseen.” With these words, the American Secretary of State, Mr 
Marshall, opened what may well be a new phase in the relations of the 
United States with Europe and indeed with all the outside world. 
Hitherto, the belief that Europe and ASia were struggling back to more 
normal conditions and would shortly need no further direct assistance 
has underlain the policy of both Government and Congress in the United 
States. Mr Marshall’s speech at Harvard last week is the first official 
statement of a new approach, in which the likelihood of continuing need 
in the outside world is squarely faced. Moreover, the Secretary of 
State departed from previous policy in recognising the fact that the 
misery of the countries of Europe is interconnected and that there can 
be no genuine recovery for one without the recovery of all. The visible 
destruction in Europe is 
probably less serious than the dislocation of the entire fabric of European 


economy . .. the modern system of the division of labour is in danger of 
breaking down. 


This general dislocation cannot be remedied without outside assistance, 
and the fact must be faced in America that the need for this assistance 
far outstrips Europe’s capacity to pay. 
The truth of the matter is that Europe’s requirements for the next three or 
four years of . . . essential products—principally from America—are so much 


— than her present ability to pay that she must have substantial additional 
help 


In his speech, Mr Marshall, therefore, proposed. on the one hand that 
the American people should realise and accept the “ vast responsibility 
which history has clearly placed upon our country,” and on the other, 
that the European nations should take the initiative in working out a plan 
or plans for reconstruction based not on the needs of single countries 
but on a co-ordinated policy for solving their problems in common. 


The initiative, I think, must come from Europe. The role of this country 
should consist of friendly aid . . . and of later support. . pro 
should be a joint one, agreed to by a number of, if not all European nations. 


It is hardly necessary to underline the dramatic importance of this 
speech. ‘Mr Marshall may not command a secure congressional majority 
but he speaks with very great authority and has, moreover, 
received presidential sanction for this policy. Mr Truman in 
his speech at Ottawa pledged his country to the task of “ restoring 
the world to health.” It is, however, almost equally unnecessary to 
underline the scale of the obstacles such a programme has to overcome 
before its vision can become practical politics. It is not enough that 
President Truman, Mr Marshall and the American Cabinet should be 
convinced of the rightness of the new approach. It is not enough that 
they should be supported by some of the leading mewspapers and 


_ publicists in the United States. The real question is whether the people 


of the United States and their elected representatives in Congress can 
be persuaded to accept the need for foreign relief upon a sufficient scale, 
The Administration has stated that the appropriations for Greece, 
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Turkey and American-occupied lands, together with "the $4§6! "tei $15 billion a year‘for world reconstruction would almost cer- 


million voted for relief, exhaust the requests that will be put 
hefore the present session of Congress for Government expendi- 
ture overseas. And at the end of this month, the last powers— 
admittedly very weak powers—under which the President can 
secure priorities for procuring and transporting relief goods will 
presumably lapse. 

Perhaps these difficulties should not be pressed too far. When, 
during this troubled session, the President has asked Congress 
for appropriations in support of his foreign policy, they have 
not, in spite of much noise and great delay, actually been 
refused. It is true that the circumstances in which the policy 
has been pursued are changing. The approach of election year 
is sapping the foundations of agreement between the parties on 
foreign policy. But the post-war economic recession seems to 
be approaching no less inexorably, and its effect is less easy to 
predict, The hint of a slump may, in the next few months, make 
Congressmen — especially Republican Congressmen — less 
anvious than they are to-day to finance grandiose plans of public 
expenditure, the immediate beneficiaries of which are foreign 
countries. The doctrine that deficit finance and Public Works are 
the answer to economic depression, is by no means. universally 
accepted in America, and overseas Public Works can be expected 
to be less attractive than the domestic variety. On the other 
hand, it will not require much subtlety of fogic to perceive the 
real effect of foreign needs on American prosperity. At the 
moment many commodity prices are being held in the markets 
of the United States at their present peaks simply by the pres- 
sure of foreign buying. This is particularly true of farm prices. 
If the flow of dollars is now to dry up, it is at least possible 
that the reaction of the farm bloc will be to support the continu- 
ance, even if by Government financing, of a large export 
programme, 

The Issue in Congress 


It is thus on the present showing of Congress difficult to 
determine with absolute certainty what the reaction to Mr 
Marshall’s suggestion might be. Some things, however, are 
certain. The first is that Europe’s dollat holdings are becoming 
exhausted with such alarming speed that a plan for preventing 
further disintegration and collapse is not an academic desir- 
ability but an urgent need. In other words, Congress must 
either decide upon further aid in a special session this autumn 
or the “economic, social and political deterioration of a very 
grave character” forecast by Mr Marshall may quickly come 
to pass. But it is certain that no Congress, meeting on the eve 
of what will be virtually a year’s electoral campaign for the 
Presidency, will consent to foreign aid on so vast a scale unless 
the issue has become, in the fullest sense of the word, bi-partisan. 
It is certainly impossible that Republican leaders of the stature 
of Senator Vandenberg should support Mr Marshall’s approach. 
Mr Stassen, on the liberal wing of the Party, has already given 
his own version of it. But any politician, Democrat or 
Republican, will have his ear very near to the ground this 
summer, and in the last analysis it will be the reaction of 
public opinion to Mr Marshall’s lead that will prove the test 
of whether his policy can be lifted out of the party arena in 
an election year. 

This fact is, in a sense, Mr Marshall’s great opportunity. He, 
the Administration, the State Department, the publicists who 
support him, have a few months in which to project into the 
American consciousness the need for organising a vast transfu- 
sion of dollars for the anemic economy of the world and regain 
for it widespread and vigorous public support. And experience 
of American reactions in the past would suggest that on one 
condition only could that measure of approval be secured— 
if the policy were bold, sweeping, adventurous, and very big. 
In fact its chances of success would almost certainly increase 
in direct proportion to its size. A suggested allocation of $10 


tainly prove more challenging to the imagination, and thus more 
likely to secure acceptance, than the meagre $400 millions pro- 
posed for Turkey and Greece. If the new project is to be 
“sold” to American public opinion in time for a Congressional 
session in the autumn, it is on this scale that Mr Marshall and 
his lieutenants will have to make their plans, 


Convincing the American public of the necessity of a vast new 
policy of foreign aid is only half the problem, perhaps the less 
difficult half. The American voter will not only want to know 
about Mr Marshall’s good intentions, he will also want to know 
on what the money drawn from his pocket is to be spent. 
But Mr Marshall feels very naturally that the United States 
cannot begin imposing precise plans upon Europe as a condi- 
tion of assistance. He has therefore challenged the nations of 
Europe to produce their own and to bring them together into 
a coordinated whole. In this way, not only will the point be 
met that the reconstruction of a single country depends largely 
on the restoration of its neighbours. There is also a chance that 
the scheme will be sufficiently grandiose to fire American imagi- 
nation and convince the taxpayer that his money is to be well 
spent. 


Europe’s Needs 


Nevertheless, the practical development of Mr Marshall’s 
idea is far from easy. The first difficulty is that, in a sense, it 
by-passes Europe’s most immediate needs. In the three months 
which must elapse before the harvests are brought in, there is 
hardly a country in Europe that is not faced with a food crisis. 
The need is particularly urgent in France and Western 
Germany, and grows daily graver in Italy. And their food short- 
ages are likely to be followed before long by a coal famine. If 
Europe is not to go into next winter in worse shape than it 
emerged from the last, its immediate need is for increased 
deliveries now of American grain and coal. Such a policy would 
entail making dollars immediately available to countries whose 
present allocations are all but exhausted, it would entail main- 
taining sufficient federal powers to secure priority for food and 
coal for export and to see that sufficient transport was avail- 
able to get the material to the ports. But Mr Marshall’s 
approach clearly does not refer to the next quarter of this 
year, and of its very nature it cannot be made applicable to an 
immediate crisis, 

The reason for this is obvious. The moment there is ques- 
tion of elaborating joint long-term plans for reconstruction, the 
process must be exceedingly slow. For instance, it must first 
be decided within what general framework the discussions are 
to take place. One possibility would be to use the European 
Commission and the subsidiary coal, transport and economic 
co-ordinating committees as the instruments of planning. The 
machinery would then cover all Europe and would have the 
asset of a year’s work behind its deliberations. On the other 
hand, the actual experience of the European Commission’s 
workings in the first weeks of its existence do not encourage 
great optimism. The great political advantage of the Economic 
Commission for Europe—that Russia is a member of it—is a 
great disadvantage for the rapid formulation of practical 
policies. The Russians would oppose any attempt to draw into 
the web of “ American fimance capitalism ” the East European 
countries which are now to some extent linked with the Soviet 
Five-Year Plan. They would oppose even more fiercely any 
attempt on the part of the Western European nations to go 
ahead without the East, since that would be the Western bloc 
which has always been their major bogey. They would equally 
Oppose any attempt to include Germany in any plans that were 
to be worked out—except, of course, as a source of reparations. 
It is probable that any economic. integration of Europe along 
democratic lines, however innocently proposed, would be 
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‘hly suspect to the Russians. A policy proposed. by the 
-, of the Truman Doctrine is damned from the start and 
gould be obstructed by the Russians without limit. 


Plans for Western Europe 


It follows that the attempt must necessarily be confined, in the 
fest place, to Western Europe and the Mediterranean countries. 
This is regrettable, but it is inescapable. The restriction of 
scope removes some of the difficulties. There are, between 
gost of these countries, similarities of economic and political 

sympathy of outlook and long-established ties of trade 
ai friendship. Moreover, there is in Western Europe the 
common link of economic interest in the industries of the Ruhr, 
where Anglo-American control is already established. But it 
does not by any means follow that it will be easy for the nations 
of Western Europe to work out and present to Mr Marshall 
that joint plan for which he has asked. The sheer technical 
difficulties of working out a scheme of economic. integration, 
een in the presence of good will and the absence of political 
difficulties, have been amply illustrated in the last year or so by 
the preparations for the customs union of Belgium, the Nether- 
nds and Luxemburg. Throughout Western Europe there 
awe Communist parties which can be relied upon to sabotage 
any plan that is put forward. There is the difficulty of deciding 
how the United Kingdom, with its responsibilities to the 
Dominions, fits into a European plan. And there is still a 
complete divergence of view between the British and the French 
about the best method of dealing with the Ruhr. All these 
difficulties can be surmounted—but hardly in three months. 


Lastly there are the difficulties raised by the actual technical 
content of the proposed plans. Apart altogether from the 
difficulty of getting it drawn up, what sort of content would 
aco-ordinated plan for Europe have? What exactly is meant 
by a Five-Year Plan for Western Europe? The obvious first 
stage in the approach would seem to be a joint assessment of 
ned on the part of the European or West European nations 
together with a detailed statement of the resources available to 
them, and the contribution they could make themselves to 
wiving their deficiencies, and the balance which they would 
ned to receive from the New World. Such plans were the 
essence of the wartime work of the Combined boards in 
Washington. The organisation of similar Boards for Europe is 
certainly not an impossibility and the joint approach might 
imidentally prove invaluable if, after all, Europe were left 
without dollars to make shift with its own resources. But once 
tain, the true factor in the American situation—the need to 
have a programme ready and “ saleable ” before a Congressional 
sssion in the autumn—forbids one to pin too great hopes to 
the Combined Board’s approach. Not only is it very unlikely 
that their assessments would be made or agreed in time. It 
would also be very difficult to dramatise their work, however 
weful and practical it might be. There is no lift to the spirit 
in fat deficiencies and little spur to the imagination in what 
might come to look very much like Europe’s shopping list. 
What the American taxpayer will very reasonably want is not 
soly an explanation of how the bill that is presented to him is 
being made up but also a demonstration of what is to be done 
with the money and of the benefit that the world will derive 
ftom it. A financial account, however detailed, is not an econo- 
mic plan. What is to come from the spending of the money? 
The buttressing of a number of national economies, which come 
together to present. the request and parted company when it 
Was granted? And if it is something more that the money is 
t) buy, something that can be called a United States of Europe, 


a 


| how much reality is it proposed to put behind the name? And 


how do we get from here to there? These, also, are questions 
which honest and authoritative answers can be given—but 
tot in three months, 
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This, then, is the dilemma, If Mr Marshall’s initiative is to 
be accepted by the American people, it will have to be embodied 
in an ambitious and inspiring programme within a matter of 
months. But if the European nations are to do anything more 
than simply add up their national deficits and present the total 
of one figure instead of a half-dozen, then they will need much 
more than three months for the purpose. It must be done 
quickly, but it cannot be done quickly. It must be big enough 
to take the breath away, but there is no time to construct even 
the simplest structure. And, for all the difficulties, it would be 
criminal to let such a wonderful opportunity slip. 

{t will be a real test of statesmanship to meet all these condi- 
tions. There is only one method of procedure that holds out 
much hope of success. ‘This is that the Governments of 
Western Europe should, within the next few months, solemnly 
pledge themselves to the principle of united action; and that 
they should set themselves a specific time-table for embodying 
it in practical measures. What does “ united action” mean? If 
it is interpreted to mean pious resolutions with no real substance, 
then it is unlikely that the Americans will be impressed. If 
united action is sought it will be as well for ali Europeans 
to recognise that the solemn resolutions must have tangible 
substance. ‘They must promise something real—even if the 
performance has to be deferred. When the problem is looked 
at in this way, it ought to be apparent that there is only one 
thing that will meet the case. There is only one achievement 
big enough to be worth scores of billions of dollars, and that 
would be a full Customs Union of the main countries of Western 


Europe. 
A New United States ? 


Can the nations of Western Europe pledge themselves, in the 
next few months, to accept within ten years anything so big, so 
desirable and so difficult? That is the challenge that Mr 
Marshall has thrown out. Nor is the matter one that can be 
tackled solely on the economic plane, It is a fashionable fallacy, 
but a fallacy none the less, that economic policy between the 
nations can outrun its political foundations. It cannot ; and if 
there is to be a policy of economic sovereignty in Western 
Europe, then there will also have to be some contributions of 
political sovereignty to a joint organ. It is something like a 
United States that must be envisaged, with political and 
economic organs, loose in its constitution, no doubt, but not 
bogus. Can the nations of Western Europe bring themselves 
to say, and to say sincerely, that they will achieve it within ten 
years? : 

The question must not be answered in a merely emotional 
way. It must be answered realistically, after some survey of 
the difficulties. The one thing that would be criminal would be 
to allow a negative answer to be given by default. To the 
giving of an answer the energies of the governments must now 
be given, and the initiative quite inevitably falls to London. 
The British Government have hitherto shamefully neglected 
their opportunities in this direction ; they have never made a 
sufficiently determined survey of the possibilities of a Western 
Association. For a long time they were deterred from it by 
fear of offending Mr. Stalin; and more recently by fear of 
pleasing Mr. Churchill. They will now have to work overtime 
if they are not to incur the charge of missing one of history’s 
great opportunities out of mere inability to seize it. 
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Agriculture 


Y no stretch of the imagination can the Agriculture Bill, 
which on Monday received its third reading in the Commons 
without a division, be described as a Socialist measure. It 
comprises an old-fashioned state guarantee of the industry’s 
prosperity, given in exchange for the acceptance of co-operative 
machinery intended to raise the industry’s efficiency, that is 
somewhat reminiscent of the Conservative protectionist legisla- 
tion of the “thirties. True, the present Bill is on a bigger scale. 
The Government guarantee to agriculture is far more sweeping 
than any that has previously been made to any industry, and 
the sanctions for raising efficiency are without doubt stronger 
than most Conservatives would willingly sponsor. But the Bill 
is only an old idea writ large, which proceeds on the principle 
of “ make some effort to put your house in order and we will 
do the rest for you.” It does not tamper at all with the structure 
of ownership in agriculture and hardly at all with the methods 
of operation, Indeed, such mild exemplifications of Socialist 
thought as the Bill contains have been heavily played down 
by the Minister, Mr Williams, so as not to disturb the unruffled 
comtentment with which his pledges are received. 

This does not mean that it is a bad Bill. It is certainly an 
important and, in some respects, a necessary Bill ; it contains 
a number of good minor reforms, such as the new policy for 
smallholdings ; but it is rather like a legislative bank holiday, 
on which all nasty questions and implications have been left 
to the morning after. There is no argument about the desira- 
bility of guaranteeing farm prices. This is an aim that has 
been universally accepted and that is probably the only way 
to cure the grave endemic instability of prices that has been 
the bane of agriculture for many generations. But, as must 
be pointed out once again, since the obvious fact has escaped 
both Government and Opposition, a guarantee does not con- 
stitute a policy ; rather should it be a very strong inducement 
indeed to form a policy. But so far it has not been. 

The Government’s reply toethis criticisii would be to point 
to the elaborate powers that the Bill contains to ensure that 
farms are well managed. The powers to coerce and, if necessary, 
to dispossess the inefficient farmer or landlord is there all right ; 
but in considering what these powers will accomplish in practice 
it is necessary to remember that it is the agricultural community 
itself which will administer them. The worst that a farmer or 
owner has to fear is a trial by his own peers, as represented 
by the county agricultural executive committees, a majority of 
whose members are chosen from the nominees of the landlords, 
farmers, and farm workers’ associations ; if the committee’s 
decision goes against him, the farmer can appeal to an agri- 
cultural land tribunal which, in addition to its independent legal 
chairman, again comprises the representatives of owners and 
farmers. The same procedure applies to a landlord who wants 
to be rid of a bad tenant or a tenant aggrieved with his landlord. 
At no stage will the Minister apply sanctions himself and he 
cannot overrule the tribunal’s decision. 

Clearly the farming community will not judge itself over- 
harshly ; indeed, it would be very undesirable if the country- 
side became the scene of extensive mutual recriminations and 
accusations of inefficiency. Mr Williams has made it quite 
clear what this machinery will accomplish. It will bring under 
coercion a very small minority—perhaps, at the most, one or 
two per cent—of badly inefficient farmers and owners (together, 
no doubt, with an occasional victim of ‘local prejudice), who 
will be placed under supervision and as a last resort dispossessed, 
But it is not the few laggards right in the rear who determine 
the pace of an industry, and their scourging will leave wholly 
unaffected the degree of efficiency achieved by the great bulk 
of farmers. Indeed, owing to the increased security of tenure— 
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and Politics 


not to mention, of course, the assured market—which the Bil) 
provides, the average farmer will be more firmly rooted than 
ever in his holding. This is not necessarily a bad thing, and 
it is always possible that increased stability will be a psychologi- 
cal inducement to improved techniques. What is clear is that 
there is unlikely to be much increase in the general level of 
agricultural efficiency resulting from the direct application of 
the Bill’s powers of coercion. Even its theoretical contro! of 
the ordinary owner or farmer has been watered down under 
Conservative pressure. For instance, the standards of good 
estate management or good husbandry that he is required to 
maintain are now to take account of “ other relevant circum- 
stances” (an omnibus phrase that might permit reference to 
his financial standing), and the obligations on landlords to pro- 
vide fixed equipment have been modified by giving a wider 
right of appeal against instructions, And, in any case, it is 
not the legal powers that will govern what is done, but the 

people administering them. The Bill may possibly bring a few 
particularly bad farms up to the average of Senet It will 
do nothing at all to raise the average. 


x 


What no politician cares to admit is that the Government 
guarantee to agriculture will not work and will not last, unless 
it is implemented in a way that safeguards and stimulates the 
industry’s efficiency. And the only route to efficiency lies in 
the terms and the mechanism of the price-fixing powers them- 
selves. Direct coercion will not, in fact, be much used and 
it is right that it should not be. The co-operation among 
farmers and owners in improving their farming practice, which 
the Bill should induce, will certainly be useful. But the major 
policy for raising efficiency must be an economic one. The 
Government guarantee is going to be very costly in the years 
to come. The prices paid are to be settled annually, after 
consultation with the National Farmers’ Union, and it is the 
Minister’s aim to see that the price schedule receives, if possible, 
the farmers’ blessing. This year he succeeded ; but there can 
be little doubt who got the better of the bargaining. There 
must in any case, in such a system, be a strong tendency to 
settle prices on a fairly generous cost-plus basis. Very naturally, 
the Bill provides that there may be some quantitative limitation 
on the produce guaranteed—a point to which many Conserva- 
tives took exception, preferring apparently that the taxpayers’ 
liability should be wholly unlimited. Mr Williams has now 
announced that no quantitative limitations will in fact be intro- 
duced in the foreseeable future, except in the case of sugar- 
beet (absorption of which is limited by the size of factory 
capacity) and of oats (where there is a danger that farmers 
will sell most or all of their own crop at the guaranteed price 
and buy cheaper imported oats for feeding in substitution). 
These minor qualifications apart, the Government will offer the 
British farmer a good price for all that he can produce. 

This may well be a wise policy in Britain’s present food 
predicament, but there can be no disguising its very high future 
cost. It is an extraordinary thing that, whilst the expenditure 
of a few millions annually under the Wheat Act and other 
price support measures before the war was only sanctioned 
with elaborate safeguards for Parliamentary accounting, the 
expenditure of an unspecified sum, running into several hundred 
millions annually, i is now being authorised without any provision 
whatever for Parli supervision and not a voice is raised 
in. protest, As a first step, the data and results of the annual 
price review should surely be published and a statement of 
the annual expenditure on British farm produce be submitted 
to Parliament. But, behind this question of accounting. lies 
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the major issue of how, granted that it should be given, the 
guarantee should be operated. On this issue the 
pall says nothing, beyond giving complete discretionary powers 
to the Government ; yet it is here that a policy is needed which 
should have been thought our and embodied in the Bill. It 
should be accepted as axiomatic that the nation, having under- 
written the purchase of domestic production, should take 
positive steps to ensure that this produce is distributed and 
tilised in the way most profitable to taxpayer and consumer. 
This requires, in the first place, a marketing policy that is a 
deal more public-spirited than either the Ministry of 
food’s attempts to appease the distributive trades or the 
Ministry of Agriculture’s attempts to revive producers’ control of 
marketing on the pre-war model; and it requires, in the second 
glace, a determined effort to relate the guaranteed prices paid for 
particular commodities to the state of market demand and the 
jotal sum paid for British farm produce to the long-term 
capacity and endurance of the taxpayer. It would be incredible 
—if it were not truae—that nobody has yet answered the question 
how the money is to be raised to implement the guaranteed 
prices. If the price guaranteed to the British farmer is higher 
than the price at which food can be imported, “how is the gap 
to be filled? By making imported food artificially dear and 
handing over the proceeds of so doing to the home producer? 
Or by subsidising the British producer out of the Exchequer? 
Is the consumer or the taxpayer to pay the piper for the tune 
that Mr Williams is now calling? Nobody knows. 


* 


ht is a sad augury that the Opposition, instead of seeking 
apolicy for the real but difficult problems that the Government 
bas ignored, should have turned its ‘Parliamentary performance 
m the Bill into a benefit match for the agricultural interests. 
The Conservative policy is to whittle down the sanctions against 
inefficiency to a minimum whilst making the state guarantee 
io agriculture as extensive and unlimited as possible, It was 
urged, for instance, that the fixing of prices should be explicitly 


declared to be the sole responsibility of the Minister of Agrt 
culture so as to make it quite clear that the Minister of Food, 
the supposed guardian of the consumer, could not interfere. It 
was with unconscious irony that Captain Crookshank wound up 
for the Opposition with the remark that— 

None of us here are partners in the industry, or their’ 
delegates. We are here, as Membe: .. of Parliament, to decide 
what we think is right in the interests of the nation as a whole, 

The Conservatives’ unrelenting concern for agricultural 
interests, and their strenuous attacks on the incursions of 
Whitehall bureaucracy, which they somehow managed to read 
into the Bill, worked like a charm in turning Mr Williams into 
a progressively lighter shade of pink. It emerged from his 
explanations that the propdsed Land Commission, far from 
being a backdoor entrance to the nationalisation of the land, 
will hardly be given the proper scope to set a good example 
in farm management and progressive farming. For instance, its 
powers to reorganise the lay-out of farms in a few experimental 
areas, from which great gain could be had, are so weak and 
dependent on voluntary cooperation as to be probably ineffective. 

Altogether, the Bill’s passage through the Commons has been 
singularly harmonious. No guillotine was used, the discussions 
were more than adequate, rudeness from the Opposition was 
largely simulated, and self-satisfaction on the Government 
benches very obvious. It is an almost laughable contrast to 
the reception of other measures. But, unfortunately, there is 
always a morning after, when the Government may wake up 
to find that it has led both farmer and taxpayer too far up the 
garden path—and in opposite directions—with no hope of 
reconciliation. The farmers have been given a remarkably 
good bargain in return for very littl. They may some day 
regret that they were not content with very much less. And 
when that day comes they may also regret that they have not 
something much more substantial and purposive, in the shape 
of efforts to increase efficiency, to show the urban taxpayer 
and consumer as his return for the very heavy financial burden 
that he is now, unwittingly, assuming, 


The Watch on the Straits 


HE Turkish Government, with a supporting vote of the 
National Assembly, has decided to maintain its armed 
forces on a footing of mobilisation and to continue the state of 
sige imposed on the European area of Turkey, including 
Itanbul, ever since 1940. The Prime Minister stated in his 
secch that the request from “a certain foreign Power” for 
bases in Turkey amounted to territorial claims, that there was 
“no indication that these claims will be renounced” and that 
the Government “after mature reflection” had decided that 
Mobilisation was for the present impossible, He also spoke 
aminously of the possibility of “ invasion forces in the interior 
ithe country,” that is to say, airborne landings. 
‘To put the matter plainly, Turkey fears war, and that not 
%@ remote prospect, but at any moment. Whether or not it 
Sconsidered that there is reasonable ground for such a fear, 
isa grave matter that barely two years after the end of the 
against Nazi Germany, a nation should be officially pre- 
bating to meet armed attack bya Great Power, a- member of 
lie United Nations. 










The Turks do not, however, feel them- 
ives to be confronted with a sudden and unexpected crisis, 


| bit rather with a situation so traditional in Turkish memory 


lat it can almost be regarded as normal, There is nothing 
Wel for them ih the danger from the north. “ At Constanti- 
ple,” wrote the Hon. Robert Curzon in 1854, “ they say that 
tything that is bad’ comes from the Black Sea: the plague, 
PRuSsians, the fogs and the cold—all come from thence.” 

he days when it was the proudest boast of the Russian 





Communists that they had forever renounced the imperialism 
of the Tsars, a number of documents were published from the 
archives of the old régime revealing the secret discussions which 
had from time to time taken place in St Petersburg about ways 
and means of seizing Constantinople and. the shores of the 
Bosphorus by a coup demain. Among these projects was the 
Nelidov Plan of 1896, which was provisionally approved by the 
Tsar and the War and Navy. Ministers. and of which the 
American historian, Professor S. B. Fay, writes; 
Nelidov’s plan was to dispatch suddenly 30,000 troops on 
warships and transports from Odessa.to the Upper Bosphorus 
and land them to seize control of the Straits before England 
or any of the other Great Powers could prevent the filibus- 
tering expedition. Europe would be faced with a fait 
accompli... . But when the plan was further studied by the 
military and naval authorities, it appeared that, even with the 
most secret precautiofis, it would be almost impossible to 
concentrate and dispatch a- sufficiently large number of 
troops and transports without attracting the attention and 
Opposition of England. , 

The cause for worry in those days was not, indeed, the resist- 
ance to be expected from the Turkish forces, but the prospect 
of counter-moves by other European Powers.. Neither Britain 
nor France nor Austria nor Germany wished to see Russia in 
possession of Constantinople, and in their jealousy of Russian 
expansion lay Turkey’s safety. The situation changed, how- 
ever, in the years just before and during the First World War. 
In the cause of the coalition against Germany Russia was pro-; 
mised Constantinople and the Straits by her allies, and bad 
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she remained in the war to the end, the “ Eastern Question ” 
would have been decided in her favour. But the Russian Revo- 
lution would have none of it ; the Bolsheviks urged the Russian 
soldiers to go home and take the land of Russia instead of laying 
down their lives for Constantinople. This renunciation and 
the common interest of Russia and Nationalist Turkey after 
1918 in opposing the ascendancy of the victorious Western 
Allies opened a period of Russo-Turkish friendship which lasted 
until 1939. 

In 1939 everything changed again. Turkey had already 
aligned itself with Britain for security against Italian expansion 
in the Mediterranean, but had tried to safeguard the friendship 
with Russia by insisting that the Anglo-Turkish alliance should 
not be operative in any situation involving a clash with Russia. 
Russia, however, having embarked on the policy of dividing 
Eastern Europe into Russian and German spheres of influence 
by agreement with Germany, was determined to bring Turkey 
into the Russian sphere and exclude both German and Anglo- 
French influence. Mr Molotov used threatening language, 
which had an effect the opposite of what he desired; instead 
of submitting gracefully to superior power, the Turks simply 
reverted almost overnight to their traditional fear and distrust of 
Russia which had been for twenty years dormant. Russia was 
again the hereditary enemy coveting Istanbul and the Straits, 
and the determination not to allow a single Russian soldier 
within the gates was now stronger than ever before because of 
the intense patriotism generated by the Kemalist national revi- 
val. “No” was the first, and it has remained the last, word of 
Turkey to all Russian proposals for “joint defence ” of the 
Bosphorus and the Dardanelles. 

This attitude was the principal cause of Turkey’s refusal to 
enter the war in 1943 or 1944—a refusal which caused the 
greatest annoyance to the British Government and to Mr Chur- 
chill in particular. The Turks realised that, if they provided 
airfields and rights of transit for British forces, they would have 
to grant the same facilities to the Russians as well, and with 
the example of Poland before their eyes, the Turks saw in 
neutrality the only hope of preserving their national sovereignty. 
Turkey did not declare war on Germany until February 23, 
1945, when there were no longer any German forces in the 
eastern Balkans and there was, therefore, no pretext for any 
Allied Power to require the military use of Turkish territory. 
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Since the end of the German war, the Russo-Turkish war 
of nerves has continued and Turkey has kept its army on a war 
footing, with a legal state of siege in the area of the Straits. 
Russia has persisted in its demands for bases or “ joint defence ” 
in the Straits and has also added a territorial issue by claiming 
the cession to Soviet Armenia of the Kars-Ardahan district 
on Turkey’s north-eastern frontier, For a nation as economically 
weak as Turkey to keep up a condition of preparedness for 
sudden attack over a period of years—it started with precau- 
tions against a German invasion in 1941—1is obviously an almost 
intolerable strain and, if no other factor were involved, Turkey 

might i in the end be forced to capitulate simply by inability to 
remain mobilised, But in recent months the Turks have been 
encouraged to hold on by the general trend of world affairs, 
The conflict between Russia and the Western Allies has been 
intensified and the prospect of a deal among the Big Three in the 
Yalta style at the expense of Turkey has diminished; by the 
middle of last year Ankara could be certain that neither Britain 
nor the United States was willing to see Russia in exclusive 
control of the Straits. Had relations among the Big Three 
remained otherwise harmonious after Yalta, the Western Powers 
might have accepted a Russian outpost on the Dardanelles. But 
in a situation of general political rivalry, a yielding on the ques- 
tion of the Straits would be too dangerous because of its further 
consequences. Russian supremacy in the Straits would not only 
mean a clear protected way for Russian warships into the 
Aegean; in view of Russia’s relative naval weakness that is at 
present a minor consideration. But control of the Straits also 
means control of Istanbul, which, despite the transfer of the 
capital to Ankara, remains by far the largest city in Turkey and 
the principal port, and control of all communications between 
the Asiatic and European parts of the country. With such means 
of pressure, and with the discredit which would fall on the pre- 
sent regime and its foreign friends, if the Russian terms were 
accepted, Turkey, as a whole, would be quickly converted into 
a Russian satellite with a new anti-Western Government, and 
this would have profound effects both on Greece to the west 
and on the Arab countries to the south. Hence the Anglo- 
American opposition to Russian claims, which has been harden- 
ing during the past year. But in the Turkish view diplomatic 
support is not enough; as the Western Powers have their own 
interests at stake and are not merely approving morally of 
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qukey’s stand, they must share in’ the burden of Turkey’s de 
ace. Turkey, in other words, has been able to'bring pressure 
ig iis supporters by the threat of its own collapse and, just 
igre President Truman took the plunge, the warnings were 
ing urgent. pot ; rgiatsent 
The hundred million dollars lent 16° Turkey ate tobe applied 
git the aid and advice of an ‘American military mission whic 
yeived in Ankara in the fourth week of May, and, in addition to 
gosditations with the Turkish General Staff, has been making 
pal studies in all parts of the country, including the zone’ of 
ge Soviet frontier,” This”is’ the ‘closest “approach “of American 
guer's0 far to the hone territory of Russia and it is being made 
aategion which, it must be admitted, is of vital strategic impor- 
wwe to Russia. It is true that the rulers of Russia have only 
gemeclves to thank for the consequences ofa policy of menace 
phic has turned a friendly Turkey into an enemy; if they ‘had 
ly been content to let’ well alone, ‘Turkey would today be'a 
gable buffer State covering Russia’s southern approaches. For 
ée Turks do not really want to have American officers organis- 
ig their defence; their desire is simply to be independent, and 
pistonly because they are threatened that they seek he!p from 


ee athe? Power. But now that matters have turnéd out as they 


ive, can it be said that the danger has been diminished? Up 
pa point it can be argued that anything which strengthens 
Turkey's capacity for effective initial resistance to a sudden attack 
mikes such an attack less likely—if it thought to be likely ar all. 
fs the possibility of a lightning fait accompli which presents 
wh a temptation to a powerful nation equipped with modern 
yhnical means of attack, We know from the documents contain- 
ng Hitler’s plans for war against Czechoslovakia in’f938 that he 
mckoned that, if a decisive break-through were achieved in four 
dys, no intervention of third Powers need be expected, but that 
méetvention was probable if the military decision were delayed, 


Se) The Turks have been particularly afraid of airborne landings 


ad, not having sufficient fighter aircraft defence, they have tried 
pprovide against this danger by widely distributed garrisons; 


NOTES. OF 


The Transport Bill in the Lords 


The Parliamentary limelight this week has been turned on 
nthe Committee stage. of the Transport Bill in the House. of 
as. The Bill is the major controversial measure of this 
f@ment, and the Conservatives can do what they, like with it 
=n their’ own chamber, Considerable . political interest, was 
tached ‘to the decisions that the Tory strategists would. take, 
ie they would shape ‘the course of politics for some time to 
at The second reading debate mesa eh 0 the 
ers all made speeches against the Bill burt refused to 
tebe ont bodily—as was Soros sensible, But in Com- 
¢the time for showing hands could be no longer averted. 
‘the Government be challenged to a real fight, which 
a transfer to the hustings? Or would they merely be 
ded with to think again? . : 
‘hisnow clear that discretion is still accounted the better part 
It is true that three amendments have been’ carried 
mist the Government, and ‘it is further true that the points 
miwhich they dealt cannot be dismissed” as minor. (Their 
Uistance is discusvéd ina Business Note on a later page.) But 
tis only a demonstration. The amendments will presumably 
tt be agreed to’ by ‘the Commons; and when they return to the 
linds they will not be insisted upon. “That the Opposition are 
™ a@itious to carry matters. a demonstration is shown 
5 te that Lérd Salisbury, the leader, did not support the 
“tater in his own ranks, Lord Balfour er 
maps’ more significantly—that he joined the Government in 
2 ming’ as a wreckifg® amendment’ an jattempt by Lord 
aldge; from the Liberal benches, to leave out all those parts 
Mare concerned with road transport. The political 


ee ae Conservatives ido’ not want , run any ae of a 
saw election this year—but whether that is because they arc: 
‘they would: sobpaehanetacauat they dre ‘afraid they would 


“Nas another story. - 


an inetease ‘in’ "Turkey’s air strength wotildcertaitily ‘ 


borne invasion more hazardous and enable Turkey to relieve 


economic strain by demobilising.a number.of troops, ;, 

Against this factor of reduced opportunity for a Blitzkrieg 
must be set the iricrease of ‘tension due to the definite alignment 
of "Tuikey in the’ American Camip and thé military preparations 





under American direction in a region adjacent to | 
urs. From a Russian point of view Turkey is now an American’ 
strategic base.” ‘Turkey, however, has received no Américan 
guarantee of assistance in the event of war. “Nobody knows how 
far the Truman Doctrine really goes, or whether Congress would. 
regard an,attack on Turkey as .a.casus. belli,..For that matter, 
nobody ‘knows, or ever will know, whether President Roosevelt 
would in the end have got a declaration of war against’ Germany 
out of Congress if there had been no Pearl Harbour. The 
United States is committed to lending money to sustain Turkey’s 
defence, but not to fighting for Turkey. The uncertainty may- 
cause a number of different people to make different calculations 
with great risk to the peace of the world. Failing a genuine inter- 
national organisation of security; mankind is safest when. every 
one knows clearly who will go to war for what: 
The loan for Turkey would ‘probably never have’ been 
approved by Congress if it had not been tied ‘to the loan for 
Greece, Turkey was not, as Greece was, in the fight against 
Nazi aggression; it can hardly be claimed as a: demectacy— 
though the Republican People’s Party no longer ‘has a'monopoly 
of political life and some development of party’ politics has re- 
cently been going on. Aid to Turkey is hard to justify except in 
terms. of the “balance of power” which to all high-minded 
Americans is a wicked and immoral principle. These aré factors 
which leave’the Turks still uncertain about the prospect of ‘get- 
ting actual military aid from the United ‘States in the event of an 
armed clash with their mighty neighbour. They will have arma-. 
ments such as they have never before possessed, but they know 


that their survival in wat cannot be assured: by their own efforts 
alone. 


THE .WEEK 


It would be wrong to take an attitude of lofty scorn towards 
their lordships’ proceedings. The House of Lords is a most use- 
ful. institution, as the proceedings..on the Transport Bill are 
gain demonstrating, . The Government have accepted several 
imposing. amendments—notably, one, to increase the. size of the 
Transport, Commission—which they refused. in the Commons. 
And there is always. the possibility that, being forced to think 
again by their defeats in; the Lords, they might,.change their 
minds and. accept some of the. amendments that. were. carried 
against them,. The Bill would be the better, if they, did, 

* * * ' 
No Equal. Pay Yet 


The reasons which Mr. Dalton gave for the Governmént’s 
refusal to do more than accept ‘the general principle’ of equal 
pay were most encouraging, for they revealed an appreciation of 
the dangers of further non-productive expenditure at a time when 
the nation isalready committed to a programme of social services 
it is ill-equipped to bear. It appears that the Cabinet have realty 
seen a red light ahead, for the vote of the party conference at 
Margate last month 4nd the “Labour Party’s long-standing 
advocacy of equal pay were heavy weights in the scales for 
acceptance, t tycai ty IEA SEEM PEAT ESAT | 

To reinforce his case the Chancellor rather over-emphasised 
the significance of tht immediate costs to the Exchequér and to 


local ‘ratepayers; {10 million for the Civil Servite, {11° million | 


for'teachers, £3.5 million for other local govetniment staffs are not 
crippling sums. But his analysis of the repercussioris which would 
follow thereafter was interesting. ‘The a oe alae pay for 


' women in the Forces would cost between £3 million and £6 million; 
the extension to industrial staffs in Central and local government 
would increase the direct burden on the Exchequer an i 
yer'further; the new public boards’ wotild follow suit, trailing it 
their wake the whole body of occupations and trades in private 
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industry, without any assurance that the consequential increase in 
costs would give any compensating increase in production. His 
most debatable argument against adoption, and one which will 
be hotly disputed, was that the married men with families would 
be left in a relatively worse position than any other section of the 
community, and that this would lead to applications for a system 
of occupational family allowances. This defence, if it is intended 
to do more than cover the immediate present, comes ill from 
an ex-tnember of the London School of Economics, which has 
been a pioneer in this field, and is barely more justifiable from 
the Chancellor of the Exchequer, whose direct responsibility it 
is that the income tax reliefs for children are still so small. 

What was really surprising was the refusal to give any target 
date for the adoption of equal pay. ‘The Cabinet obviously fear 
committing themselves in future circumstances which may be 
yet more difficult. They may be wise in this; but they must not 
expect to be popular. : 


s 2 » 


The Appointed Day 


Mr Attlee announced in the House of Commons this week 
that the appointed day, when the national insurance, national 
assistance and national health schemes will come into operation, 
will be July 5, 1948. It was originally suggested that the 
appointed day for the national insurance schemes would be 
January 1, 1948, and for the national health service April Ist. 
But the postponement is not unexpected. It is clearly better 
that the three main parts of social security—national insurance, 
national assistance and the health service—should be introduced 
on the same date. Much work has been done on setting up 
the machinery for the first and third. The appointment of the 
regional hospital boards and of the executive councils, which are 
to organise the general medical services, is expected in the near 
future. The local health authorities’ plans for their health 
services have to be submitted by the late summer and autumn. 

On the other hand, when it is considered what remains to be 
done, even July 5, 1948, seems optimistic. The administrative 
machine for the health service may be ready, but will there be 
the technicians—the doctors and nurses—to run it? There is 
already a breakdown in the hospital service in parts of the 
country because of a shortage of staff. Moreover, the second part 
of social security—national assistance—has not yet been given 
legislative form. Mr Attlee said that this would be given high 
priority in the next session, but it is to be hoped that this does 
not mean that the National Assistance Bill will be scamped. It 
should be given proper consideration even at the expense of 
postponing the appointed day for a few more months. 

In a wider context, the choice of the appointed day is un- 
fortunate. It will coincide with the end of the American loan— 
and, therefore, if imports of raw materials have to be cut, social 
security may begin with a million or two of unemployed. Prices 
will still be high—and the rates of benefit may be well below 
the cost of subsistence ; already Mr Griffiths has foreshadowed 
an increase in supplementary pensions. It can indeed be argued 
that an economic crisis is the best possible justification for mtro- 
ducing a scheme of social security. In any case, the Labour 
Government is pledged to introduce it, and, with three years of 
its term of office gone by July, 1948, it would be politically 
difficult to postpone it any longer. What one does expect, how- 
ever, is that Ministers will take every opportunity of bringing 
home to the people that social security has to be paid for and 
is not merely a means of soaking the rich ; that they cannot ask 
for more of everything—houses, schools, hospitals, wages, pen- 
sions, leisure—and give still less in return. In short, they must 
be warned that they are workers first and beneficiaries second— 
or there will be no beneficiaries at all. Mr Dalton’s statement on 
egual pay has given a good lead. 


Ratification and Pacification? 


Unless some entirely unforeseen hitch occurs at the last minute, 
the Peace Treaties with Italy and Germany’s satellites will shortly 
be ratified and deposited by the signatory. Powers in their 
“ appropriate. place ”—the i d’Orsay for. the Italian treaty 
and the Russian Foreign Office for the rest. Thus, in theory, 
peace is being restored to half a distracted continent and within 
ninety days Europe should echo to the retreating feet of the 
armies of occupation. 

By an ironic paradox, however, it looks at present as though 
the ratification of the peace treaties is bringing with it not more 
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but less pacification. The reason is obvious enough. The bulk 
of the withdrawing armies will be Russian and they will be 
leaving countries in which they have failed to establish their 
influence by popular means. ‘They therefore feel that they cannot 
rély upon local parliamentary majorities to give them govern- 
ments reasonably accommodating, let alone friendly, to their point 
of view. At the same time, the twists and interpretations given 
to the Truman Doctrine in Europe by anti-Russian groups and, 
it must be admitted, sometimes by indiscreet American officials 
have heightened the impression that the removal of Russian troops 
will be the signal for a determined effort to expel from office 
and influence all elements favourable 10 Russia. Thus in these 
last weeks which remain before evacuation the Russians are 
carrying on all over Eastern Europe a species of purge of any 
element which might be tempted at any time to become “ an agent 
of American imperialism.” 

In Hungary the coup is apparently complete. A new govern- 
ment, led by a left-wing member of the Smallholders Party, 
Mr Dinnyes, but to a great extent under Communist domination 
has been installed, The efforts of the British and the American 
Governments to secure evidence on the events which precipitated 
the crisis—the Russian accusation is that the then Prime Minister 
Mr Nagy, was implicated in a plot against his own government— 
and to set up a Tripartite Commission of Enquiry have so far 
proved unavailing. The Russians deny that the affair comes 
within the province of the Control Commission since the evidence 
has been given solely to the Soviet military authorities. The 
Americans are countering this obstruction by proposals to submit 
the whole case to the United Nations. Meanwhile, in Budapest, 


the Communist leader, Mr Rakosi, has openly congratulated the _ 
workers on taking contro] in Hungary “ before the United States | 


could rub its eyes.” 


* te * 


Purging the Opposition 


_ The coup d'état in Hungary has brought the government more 
into line with those of its Eastern neighbours, Before the national 
elections in Rumania and Bulgaria last year, those countries were 
ruled by a coalition in which the Communists were dominant and 
the Peasants and the Socialists represented by a left-wing group 
—small in Bulgaria, perhaps a majority in Rumania. The 
elections, fought with a single Government list, virtually extin- 
guished the Opposition, although it was conceded some vestigial 
freedoms. Now it seems that the elections for which Mr 
Dinnyes has called in Hungary will also be fought by a Govern- 
ment bloc and will equally mark the extinction of the opposition. 
But in Rumania and Bulgaria the purge of the opposition has 
already moved beyond this stage. Recently the Bulgarian 
Government suppressed both the newspapers of the opposition 
by means of a “spontaneous” printers’ strike. Last week, this 
move was followed by the arrest of the leader of the opposition, 
the Bulgarian Agrarian, Nikola Petkov. Mr 
the Prime Minister, questioned by the British on the fate of the 
arrested man, advised them to await the verdict of the courts. 


_ In Rumania the same tightening up of control seems to be 
in process. In recent weeks, the arrests of opposition leaders have 
been intensified and some of them, imprisoned in the Pitesti gaol, 
have managed to get messages of protest to the British and Ameri- 
can missions, Unhappily there is also evidence to suggest that new 
tension is breaking the comparative political peace enjoyed by 
Poland in recent months since the success of the general amnesty. 
A group of right-wing members of the Polish Socialist Party— 
the wing which supported Mr Arciszewski in London and has 
held aloof from the new Government—have been arrested for 
“terrorist activities.” 
attack upon the position of the Socialists in the Government— 
a position that has been greatly strengthened by the strong 
personality of the Socialist Prime Minister, Mr Cyrankiewicz, 
but it is certainly a determined, effort to root out anyone who 
might conceivably become an “ American agent.” At the same 
time it may be a warning to the Socialists not.to presume too 
much on their enhanced prestige and the undoubted unpopularity 
of the Communists. eis SITE : 

Finally, in the no-man’s-land of Europe, the struggle between 
the Titans is directly engaged. The Austrian Communists hint 
that Russia will not sign a treaty with a “ Western” government 
and demand representation in the Cabinet as a condition of further 
Russian willingness to discuss the peace treaty. The Austrians 
so need a treaty and so ache to be rid of the occupation that the 
Government is. have i on what terms the 


reported to 
Communists might be admitted. The reaction in the United 


Dimitrov, | 


This move is not necessarily a direct. 
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however, has correspondingly stiffened. If the prelude 
4g the removal of Russian troops is the setting up of satellite 
governments, the United States is prepared to remain. Thus the 
Austrians face a situation in which the terms which 
will induce one Great Power to go will lead the other to decide 
to stay. 
* * « 


preparing for Partition 


After the long period of tension and uncertainty the decision 
to divide India on the lines of the British Government plan has 
brought about for the time being a sense of relief and relaxation 
of which the Viceroy has been seeking to take the fullest advan- 
tage by getting to work at once on the details of its practical 
aecution, With the legislation to set up the two Indian 
Dominions due to be passed through Parliament before the 
middie of August, and power transferable to the new Govern- 
yents any time after that, the Indian leaders are indeed being 
amost rushed off their feet by*the wave of British withdrawal ; 
yacant DOSSession Is now to be theirs at once, and instead of end- 
jess controversy over abstract ideals it is now a matter of carrying 
out an agreed plan in proper administrative order in the shortest 
possible time. This is a healthy condition of affairs, and so far 
there seems to have been no difficulty in setting up the “ partition 
gmmittee” of experts which the Viceray has asked for as a 
teree on questions arising out of the partition scheme. The 
Bengal and Punjab Legislatures are being called together to do 
what is required of them under the plan, and the Governors of 
the North-West Frontier Province and Assam have been instructed 
ie prepare for the referenda in their respective provinces. 

The risk ahead is that, in spite of the acceptance of the plan 

bythe major parties and the reassuring speeches made by their 
kaders after its anmouncement, fresh conflicts may arise in the 
qurse of the delicate operation of dividing India and cause 
communal warfate to boil up once more. The questions of the 
frontiers and of the control of the armed forces seem likely to be 
the two crucial issues, and in connection with both of them the 
Sikhs look like being an intractable element. The plan has on 
the whole met the claims of the Moslem League—though the 
League Council had formally to protest against the partition of 
the Puniab and Bengal—and it is accepted by Congress leaders as 
the only workable solution in view of the strength of Moslem 
opposition to Indian political unity. But the Sikhs come off 
tally. from a pactition of, the Punjab, for any line drawn by census 
figures. would leave a large number of them on the Pakistan side 
ake frontier and cut. their community into two parts, The 
Sikhs have made their acceptance of the plan conditional on a 
susiactory frontier, and they may be expected to demand one 
mech farther to the west than the Moslems will be ready to 
concede. Lahore is reported to be the one place in India where 
ttasion. is unrelaxed, and, if there is going to be trouble during 
the next few months, it is the most likely storm-centre, 


* * 


labour Party Liaison 


_ Any measures which can be taken to improve the contact 
between the rank, and file of the Parliamentary Labour Party and 
te Government will be welcomed, and probably nor least by 
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Ministers. Hitherto it has been difficult for them to gauge whether 
criticisms and proposals on policy came from pressure groups 
within the party or whether they in fact represented the views 
of a wider section of opinicn. The proposals put forward by the 
Liaison Committee, which consists of three members of the 
Government and three of the Party, would substitute an ‘area 
grouping of MPs for the narrow specialist groups which have 
hitherto been responsible for discussing policy. If these pro- 
posals are adopted, which seems certain, there would be nine and 
eventually eleven of these area groups, which would have the 
opportunity of discussing policy with the Liaison Committee and 
with the eppropriate members of the Governmetit, before the 
issue was thrashed out at a full meeting of the Parliamentary Party. 
The specialist groups would continue—and it is desirable that 
they should—but would be mainly with working out 
longer-term aspects of policy rather than the day-to-day issues. 

The Liaison Committee in its report quite rightly points out 
that differences of opinion ere healthy, and that at all costs the 
Party must avoid setting up rigid machinery which would clamp 
down criticism. This is, of course, a perpetual danger in the 
Labour Party which, in spite of its large majority, is still some- 
what addicted to heresy-hunting, and where there has been a 
tendency to give rewards to the “ good boys” and leave the bad 
ones in the wilderness, irrespective of merit, The rebels and 
critics in the Party ranks have surely by now been sufficiently 
disciplined. 


Postal Service 
There was a short debate in the House of Commons on 


‘Friday of last week on the recent deterioration in’ the ‘postal ser- 


vice. Both sides seemed to be agreed-that there had been a 
deterioration, that the first morning delivery is now later and the 
last evening collection now earlier ; but the Assistant Postmaster- 
General asseried that it was necessary in order to save manpower 
and that it would do little harm. Ninety per ceng of the corre- 
spondence, he said, was collected before 6.30 p.m., and, if so, 
would be delivered by the first post next morning. This may be 
so, though it is a generalisation to which there seems to. be an 
increasing number of exceptions. Moreover, the suppression. of 
all afternoon deliveries (except in Central London) increases the 
risk that, if a letter does miss the first delivery, it will have to wait 
until next day. The suppression of all collections after 6.30 p.m. 
(except at head post-offices), and the apparent intention never to 
restore a late-night collection—on the ground that people ought 
not to sit up at night writing. letters—is even. more. serious. If 
the first delivery arrives after people have left their homes for 
work and the last collection is taken before they return, it becomes 
impossible for ordinary working people to deal with their private 
correspondence by return of post. 

Tine debate was, by tacit agreement, confined to the letter post. 
But there is another aspect of the postal services which is of closer 
interest to The Economist. Many thousand copies of this journal 
are dispatched by post every week. They are taken, franked and 
sorted, to the GPO at Mount Pleasant before 5 pm every Friday 
evening. In the past, and even during the war (except for a few 
occasions when services were disrupted by the blitz), this pro- 
vided plenty of time for the copies to be delivered all over England 
by the first post om Saturday, and in Scotland: later in the day. 








LONDON, E.C.3. 


Branches and Agencies throughout 


he successful continuity of the ‘Royal Exchange’ 
over a period of two and a quarter centuries 
has resulted purely from the satisfaction of. its 


Policyholders. 


ROYAL EXCHANGE — 


| ASSURANCE: INcoRPORATED IN 1720. 








oe 
ye 


930 


But not now. Week by.week, many copies are not delivered even 
in London until Monday, and in a town. only §0.miles from 
London it is now the rare exception for copies to arrive before 
the week-end. We have naturally drawn the attention of the Post 
Office to the delays, but they are. either unwilling or unable to put 
them right. Whether or not.Mr Burke’s boasts about the letter 
post are true (and they were very carefully qualified boasts), there 
is no room for doubt that the efficiency of the postal distribuuon 
of periodicals is disastrously lower at the present time than ever 
before. 

None of those who know why this deterioration in efficiency 
has occurred—not during the war, but two years after the war 
ended—-seem to be very anxious to give a candid explanation. At 
one time the fuel crisis was the excuse ; now it is the need to 
reduce the Civil Service, though enthusiasm in that cause is not 
very nouceable elsewhere. The truth is, as Mr Burke should have 
been man enough to admit, that the Postmaster-General is beating 
a steady retreat before the demands of the Union of Post Office 
Workers, whose objectives are a 40-hour week and no night work 
if it can possibly be avoided. The union, of course, is fully 
entitled to make such claims—that is its reason for existence. But 
it would be less hypocritical of the Assistant Postmaster-General 
if he abandoned the pretence that the public interest is being 
defended against these claims. In the present combination of 
trade union government and full employment, the public interest 
is defenceless, and the Post Office is being run in the interests of 
its staff rather than for the service of the public. That will 
change later, when circumstances change; but that it is so at 
present hardiv admits of doubt. 


* * * 


Manpower Trends to 1951 


The Ministry of Labour is to be congratulated on its boldness 
in publishing an analysis of the nation’s manpower trends over 
the next four years. Such an estimate forms an essential back- 
ground to any economic planning, and if the planners are serious 
they will certainly pay attention to the article on manpower in 
the current Ministry of Labour Gazette, and be warned by it. 

The two salient, and disturbing, features of the article are, 
first, the decline in the younger age groups of the working popula- 
tion, and, secondly, the lack of balance between the sexes (also 
referred to ina Letter to the Editor on page 934). Between the end 
of 1946 and the end of 1951 the number of men im the age groups 
15-39 will decline by over 400,000, whereas the number of men 
berween 40 and 65 will increase by 470,000. The number of 
women between 15 and 39 will drop by 490,000, and the numbers 
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from 40 to §9 will increase by just under 300,000. The number 
of young workers under 20 will drop by 219,000. These trends are 
shown in the accompanying table. 

The figures’given in it refer to the population of working age. 
The article «also estimates what. proportions’ of: these will be 
available for employment (excluding private domestic service), 
and its forecasts lead to the conclusion that the total. actmal . 
working population will fall by just under’ 160,000 by the end of — 
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from 28.4 per cent at the end of 1946 to 26.8 per cent at the end 
of 1951. 





(o00’s) 
Age Group | End-1946 | End-1948 | End-1951 

~ Men 
ME cote, a eee Se eee 8,986 8,820 8,585 
BOE co ivavecvdectivestevebes ctusee 6,976 7,145 7,445 

Women 

BO ID iid 0 vc t's 0 bbc 0 dds SO eenearton 9,044 8,845 8,555 
COO so didkiecnean imatinib 6,653 6,775 6,950 

Total 
15-08. cndWa war dae+denians tees kewenn 18,030 17,665 17,140 
QI 5 os Ca bok tb caess ckkaetheuene 13,629 13,920 14,395 





The conclusions to be drawn from these forecasts are thus 
plain. Industry can rely on a sufficient supply neither of juvenile 
workers nor of women workers in the productive age-groups. 
This means that many of the processes in manufacturing industry 
hitherto regarded as women’s work will have to be performed by 
men. It may lead to a natural revision of the relationsip between 
men’s and women’s wages, for the scarcity of female labour may 
have the effect of levelling up the women’s rates to the men’s. 

The diagram in the first column shows the distribution of the 
working population at the end of March, 1947. 


* * * 


Germans in Conference 


When Dr Hans Ehard, Minister-President of Bavaria, took 
the independent step of inviting the heads of all the German 
states to a conference in Munich, his initiative at least carried 
with it the hope that the German leaders might react against their 
continued vivisection. It was reasonable to think that the German 
people themselves, until two years ago a genuine unified historical 
community, could not possibly be as divided as their victors have 
made them, and that from a conference representative of the most 
responsible Germans in all zones, some voice speaking for recon- 
ciliation and for fundarnental unity beneath all local differences 
might have been raised. 

In fact, the German delegates reflected to an almost fantastic 
degree the attitude of their Allied Military Governments. ‘The 
mimicry was most marked in the case of the “Russian” delegation, 
which withdrew from the conference completely when the other 
delegates refused to discuss a programme, drawn up by the 
Socialist Unity Party, demanding the centralisation of govern- 
ment, of economic activities, of the political parties and the trade 
unions. And on their withdrawal, the Germans from the East 
attacked their colleagues in terms taken directly from Moscow 
radio—as “jackals of American imperialism” and “tools of 
Western finance capital.” 

The “French” delegates, permitted to attend as observers, were 
aS non-committal as their French mastets on the question of 
Germany’s future in the wider sense. And, although the Prime 
Ministers from the British and American» Zones showed rather 
more independence and infinitely more dignity, they, too, seemed 
to conform to a pattern of policy laid down: for,them from above. 
Why, for instance, did they refuse to discuss the question of a 
centralised political regime? It is true that the Germans from 
the East presented it in provocative form. It is also true that the 
“French” Germans might have gone home, had it been dis- 
cussed. But in any event the Germans from the Russian Zone 
departed, so-littl was gained. Yet the conference would have 
gained greatly by an inter-German discussion of the issue of cen- 
tralisation versus federalism—an issue upon which Germans every- 
where are known w be divided. If it is argued that such a oe 
cussion might have been contrary to the sr that the = Wi policy 
of support for federalism, it follows either t the “ Western” 
Prime Ministers were following instructions in refusing to discuss 
the issue or are so conditioned 10 obedience that they siniply 
accept their Governors’ views on this point. In either case, even 
if the discussions had taken place, little would have come of them. 
Even the establishment of a permanent liaison committee 
between the Zones is probably still too ambitiousyBut at Jeast 
the conference would have offered the world some evidence of a 
German community—a pays réel—existing beneath the divisions 


established and perpetuated by the victors. Compared with this 


failure, the resolutions actually passed by. the Prime Ministers 
from the Western es are of minor importance. They are 
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Outlet 
for 
Output 





OMPLETE distribution to meet the total needs of 

the country depends on goods finding their way 
through all the widely-scattered retail outlets. But 
these goods must be directed through some channel, 
and that is where the wholesale textile distributor 
comes in, 
Through the wholesaler, who buys in bulk and carries 
stock according to the standards laid down by the 
Wholesale Textile Association, the manufacturer is 


relieved of much costly detail and ensured a nation- 
wide distribution. 


Issued in the interests of Economic Textile Distribution by 
The Wholesale Textile Association, 75 Cannon Street, London, E.C.4 
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One of a series of Butterley Haulages for the 
India Store Department, the illustration 
shows a 120 h.p. single drum main haulage, 
\ all gear driven, rope speed 5 miles per hour, 
with. a drum capacity of 4,000 ft. 


os re>. CAXTON STREET, WESTMINSTER, S.W.1_ 
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Here, under one roof, is an organisation 
covering virtually every requirement in | 
Office Machines, Systems and Equipment. 


Most particularly, we are concerned 
with planned control of raw materials, 
stock, assembly, man-power, production 
capacity, progress, selling, and accounting. : 
There are few problems of industrial or 
commercial control on which we cannot 
throw the light of specialised experience. 


This comprehensive service becomes ’ i 
more apparent during a visit to our i 
systems display rooms, 


Accounting Machines ; Adding Machines ; 
Calculating Machines ; Filing Equipment ; 
Production Control Charts ; Kardex Visible 
Records; Certified Safe Equipment; 
Remington Typewriters and Supplies. 
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manship on the part of the Germans themselves that was chiefly 
lacking at Munich. 


a * * 


German Rations and Allied Plans 


In a press conference at Bad Salzuficen on June gth Sir 
Sholto Douglas told the Germans that there can be no prospect 
of better rauons in Germany unul the German harvest begins to 
come in, At the moment, the zones rely almost entirely upon 
imports and while enough grain has been secured for June, the 
July allocation is more doubtful. ‘The press conference, at which 
both Sir Sholto and the Chief of the Food and Agriculture Divi- 
sion in the Control Commission spoke of the poor prospects for 
food, appears to have been conducted on a note of marked 
austerity and its sombre tone contrasted rather oddly with the 
conversations which had taken place a few days betore between 
Lord Pakenham and the Minister of Food for the State of North 
Rhine-Westphalia, Herr Luebke. In these talks, Herr Luebke 
outlined a plan for an import programme which in the light of 
the threatening world food shortage is little short of fantastic. 
Besides suggesting increased imports of bread grains to build up 
stocks, the German Food Minister also asked for an increased 
allocation of maize to build up the pig industry and increase the 
fat ration. Admittedly in a normal world such proposals would 
be moderate. But the food situation is highly abnormal and one 
wonders with some anxiety what Lord Pakenham said to make 
Herr Luebke feel after his talks that “ the ice had broken a little.” 
If so, then Sir Sholto Douglas very quickly.froze iteover again 
a few days later. 

But the lack of co-ordination between different branches of 
Military Government which these events suggest is not the only 
disturbing feature of the present situation. The ration to-day 
is no better than it was a year ago. Are the right decisions being 
taken now to ensure that it will be better in a year’s time? Has 
the machinery been overhauled? Have all failures not due directly 
to the world shortage been eliminated? One or two points sug- 
gest that there is still much to be done. In the first place, the 
statement that the allocation of 400,000 tons of grain for July will 
arrive “ with luck” suggests that improvements both in procure- 
ments and in control of the pipe line must still Be sought.“ In- 
sufficient oversight over the flow of supplies has long been a bad 
feature of Military Government. Apparently it is not yet remedied, 
4 second point—is a policy which aims at.sccuring “the average 
calorific value of the ration over the whole area” the most advis- 
able at present? The needs of country towns and great towns 
vary tremendously. A policy of concentrating on the Ruhr and 
secing that the stocks for the eight or nine great industrial centres 
never ran out might give better results, especially in terms of 
coal ourput which—at 211,500 tons a day—is still running well 
helow jts peak. Again, one may ask why it is only now that 
a mew move is being made to strengthen both the inducements 
amd the penalues of the farming community. Finally, it is relevant 
to ask by what failure in public relations has Herr Luebke, a 
responsible Minister, acquired so little knowledge of the world 
food situation that he could, with perfect seriousness, produce 
an utterly unreal plan. 


* * * 


Tickets for Tokyo 


On August 15th Japan is again to be open to private foreign 
trade. The enterprising merchant will now once more be per- 
mitted to penetrate the seclusion of this forbidden country and 
even, with the blessing of the Supreme Commander of the Allied 
Powers, to dream of indulg:ng the profit motive. Burt the obstacles 
in his way will be as many as the dragons confronting the hopeful 
knight-errant in a medieval romance. To begin with, the number 
of aspirants will be limited ; there will only be accommodation 
and food supplies for 400, and the Inter-Allied Trade Board in 
Washington will have to distribute places among Allied nations, 
so that the would-be merchant must presumably first of all get 
on to a priority list of his own Government. If he is selected 
and can reach Japan, he will then be faced with the problem 
that the yen bas no-forcign exchange rates. Prices in dollars are 
to be fixed for various commodities by Allied Headquarters, but 
sales may be in “any acceptable currency.” Transactions in 
sterling will presumably be in- sterling’ prices ‘fixed from 


official dollar-sterling rate, and similarly with francs and other 
currencies, but .what Japanese .business.men will, think of 

relative -vilues of different currencies will presumably be reflected 
in the-deoree of theif willingriéss to be paid in them at the cdn- 
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trolled prices. After the deals have been made they have to be 
confirmed by both the Japanese Government and Allied Head- 
quarters, so that the merchant will never be sure whether he is 
wasting his time or not until the last form has been dealt with 
by the officials concerned. However, if none of these difficulties 
daunts the trader, there are said to be quite a number of pro- 
ducts which Japan now has available for export ranging from 
paper, clocks and surgical-instruments to dried mushrooms, 
chestnuts and tinned vegetables. As for what Japan wants to 
buy, it is almost any kind of raw material, but there may also be 
a certain market for manufactures and for capital goods to restore 
industrial capacity. There does not seem to be any econom'c 
reason why there shouid not be a considerable trade between this 
country and Japan, but if the conditions of commerce are to 
remain as now laid down, a business trip to Japan will be almost 
as much of a hazard as it was in the time of Queen Elizabeth. 
Perhaps the title of “Merchant Adventurer” might be revived 
and conferred by the Board of Trade on busingss men who have 
deserved well of their country in such voyages. 


* * * 


Foreign Service Recruits 


The analysis of the educational background of the new 
recruits to the foreign service, given by Mr Bevin in answer to 
a parliamentary question last week, gives surprisingly strong con- 
firmation of the superiority of the upbringing still available in 
the much-abused public schools. - However people may rail 
against the class privileges and unfair opportunities of those who 
enter these gilded portals, and who then gravitate almost without 
conscious choice to Oxford and Cambridge, their outstanding 
success in the foreign service reconstruction examinations cannot 
be attributed to bias on the part of the examiners. The results 
must, indeed, be embarrassing to Mr. Bevin, whose preferences 
were all the other way. But no one who has cny first-hand know- 
ledge of the post-war system of civil service examinations, nor 
of the “ house-party ” tests, considers that there is any unfair pre- 
judice in favour of the public school candidates. There is a 
high degree of correlation between the candidate’s marks obtained 
wn the written pari of the examination, in which there could be no 
bias against the secondary school entrant, and those obtained in 
the personality tests at the house-party, and if, at the latter, case 
of manner, vigour and initiative are highly marked, these are 
surely qualities which representatives of this country need abroad. 

Of the 154 new recruits who have been admitted to the foreign 
service since the war 3§ have been over 30 and 119 under 30 (as 
at August 2, 1945). Of the 119 only ten were not drawn from 
the services, so that there should have been ample opportunity 
for experience of life to Counteract the theoretical advantages of 
an expensive education. Nevertheless, a few of the big public 
schools came out far ahead of the rest: Winchester has 14 suc- 
cesses, Eton 9, Rugby 6, Oundle and Stowe 4 each. The dis- 
parity is even more marked with the universities: Oxford pro- 
duced 55 successful candidates, Cambridge 47, London 7, all the 
provincial universities together 2, and the Scottish and Dominion 
universities one each. Six successful candidates did not go to 
a university at all. 

These figures show two things ; first, how much upgrading 
of the other schools and universities there is still to do ; and, 
secondly, how important it is that, meanwhile, the training of 
those who are selected from the present narrow circle should be 
designed to broaden their experience and to give them an under- 
standing of other walks of life. 


* » * 


Hope for Lebanese Democracy 


The curious boycott of the Lebanese Assembly by the Beirut 
press is worth watching. The editors of all the leading dailics 
have addressed a letter to the President of the Republic in which 
they bluntly attribute the Government victory in the elections last 
month to “ falsfication and fraud,” Condemning the new 
Assembly as unrepresentative, they ask for its early dissolution. 
Meanwhile, they propose to stay away from the Assembly, refusing 
to report its proceedings and ignoring all acts proceeding from it. 
Only one newspaper of consequence, Le Jour, whith is semi- 
official, has kept out of this protest, and even Le four had pre- 
viously criticised the conduct of the elections. ; 


Rigged elections ; _bethin hing new in. the Middle East....Even 
in the relatively See ewish community of Palestine voices 
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gre regularly raised against the conduct of internal elections. 
What is new is that newspaper editors of. all. shades, of different 
Moslem and Christian sects, should be able to unite in such a 
dramatic demonstration. 

Since the Lebanon became independent more than‘ two years 

the people, unable any longer to blame the French for the 
endemic diseases of corruption, nepotism and absurdly over- 
staffed public services, have teen growing more and more bitter 
their own Government, which in its composition is as 
gationally representative and respectable as could be asked. 
Moreover high prices, low wages and maldistribution are still 
dear enough evidence of the Government’s failure to cope with 
the continuing economic problem. President Bishara al-Khoury 
himself is accused of weakness. 

Yet similar causes of discontent have existed for years in 
Beypt, and no such united protest is recorded. As for the press, 
it seems hardly conceivable that such an encouraging gesture of 
independence and solidarity should occur in any other Middle 
fast country. But for all their avarice where the stranger is 
concerned, there is a certain sturdiness and freedom of spirit 
about the Lebanese. Their newspapers too are not owned by 
political parties, and they can look for readers in a population 
of which a far higher proportion is educated than elsewhere in the 
Arab East. Above all, it would be wrong to overlook the special 
jocal influence of the American University of Beirut—known 
affectionately throughout the Middle East as the AUB—with the 


generations of Lebanese whose social conscience it has laboured 
fo awaken. 


Obviously something must happen. Either the newspaper 
protest will peter out ineffectively, and the Lebanon will settle 
down to wait for its share of the transit royalties on the pro- 
jected new American pipeline from Arabia, for the revenue from 
the proposed new international airport, and for such development 
schemes as may emerge from the economic survey of the country 
now being carried out for the Government by a British firm. 
Or the President may capitulate to a press which seems to have 
the people behind it. In either case the crisis must continue: 
but in the latter there would be hope of the Lebanon’s being 
the first Middle Eastern country to meet social problems with 
thorough-going social remedies. 


* * * 
Dinner is Served 
Last week an innkeeper of Epping was convicted and fined 


# « Epping Quarter Sessions for the old common law offence of 


hiling to provide, without reasonable excuse, a suitable meal at 
asuitable price for a traveller who presented himself at his doors 
for lunch. The excuse offered by the innkeeper was the fact 
that all his tables for lunch that day were booked and as a 
twlkt his allocation of food for that meal was exhausted. The 
Chatman of the Sessions held, as he was bound to do under 
common law, thar the excuse was inadequate. 


The common law draws a distinction between innkeepers and 
tetaurant keepers. The innkeeper has certain liabilities: which 
fow from his status. The restaurant keeper has freedom to 
contract with whom he will. The case is a nice illustration of the 
inevitable conflict that arises when the law of one day is carried 
foward unchanged into a different age—-when a country pro- 
presses from an era of unlimited local supplies of food into one of 
Mate ration books and state regulation of even the most elementary 
weds, The only person to-day who corresponds to the traveller 
df the centuries when the common law was established is the man 
woman on a walking tour. The bona fide traveller of 1947 has 
the resources of and telephone to safeguard his comfort in 
dvance and the facilities of railway, motor or cycle to transport 
him further if he ends up in an area of local shortage. 
To suggest that every innkeeper should be given additional 
supplies to enable him to avoid the fate of his Epping 
tolleague would conflict with current notions of social justice, 
Which frown on the giving of privileges to those with the facilities 
seek them our and the money to pay for them. Yet all the 
ents are not on one side, The innkeeper who sells service 
his wine list and gives a bare and surly erm with the 
4%-not unknown, Again, from a tical point of view, an 
) oe to its holder than is 4 
licence. People do not become common innkeepers 
tely from a well developed sense of social service. Perhaps 
We Only satisfactory advice to give any traveller to-day is that 
“Med on the old copybook maxim: Punctuality for meals is not 
‘ay the politeness of princes ; it is also the best remedy. against 


Mt - night starvation. 
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Cambridge Women Triumpk 


Time and not tear-gas has won the final victory of the women 
of Cambridge University ; and now only the processes of Royal 
approval and technical adjustment lie between them and full 
equality with the men as members of the university. It has been 
a long battle, fought tumultuously in its early stages, but with 
severe restraint in the nineteen thirties and with a Fabian caution 
at the last. In fact, this much heralded event is taking place practi- 
cally unnoticed, and almost unopposed. Time has worked its slow 
processes upon the men, and the women have been content to wait. 

A charming commentary on this event has been pte 
fortuitously in a book* by Mrs. Keynes, mother of the late d 
Keynes, which has just been published, A vivid contemporary 
description of the crowded Senate House, where the voting took 
place in 1881 to allow women to sit as of right, instead of by 
courtesy, for the Tripos examination, ends with the following 
quotation: “When women get degrees, it will be nothing to this, 
we all feel it is the great crisis in the history of women’s Colleges.” 
How right this was. In 1921 the battle was stil on; the streets 
of Cambridge were packed with the ancient denizens of country 
parsonages who came to vote against admitting women to mem- 
bership of the university and to a place in its government, and 
were only prepared to grant them titular degrees. In the early 
nineteen thirties the women’s representatives decided that time 
was On their side and that a violent campaign would only do 
their cause disservice. And so in 1947 the pendulum has swung 
right over, and the syndicate appointed to consider the status of 
the women has recommended that they should be given full 
equality except in holding the offices of Proctor or Esquire Bedell, 


and in their numbers ; the proportion of women to men is ro be 
limited to one fifth. 


Shorter Notes 


Signor de Gasperi’s first statement of policy to the Assembly 
underlined Italy’s dependence upon American assistance. The 
Prime Minister suggested that for two or three years to come, 
dollar loans would be necessary and that this year’s trade deficit 
alone makes a credit of 200 million dollars imperative. That 
the country at large shares Signor de Gasperi’s conviction is 
suggested by an extraordinary volte face on the part of the 
Communists. A week ago they were railing at the Americans for 
dollar imperialism and capitalist exploitation, But on June 7th, 
the chief organ of the Communist Party, L’Unita, startled every- 
one by declaring that “Italy needs the solid help of the generous 
American nation.” 5 

The new interim cost of living index is to be based on prices 
on June 17th, which will be taken as 100. This announcement by 
Mr Isaacs in the House of Commons on. Thursday was accom- 
panied by the publication of a White Paper, setting out the basis on 
which the new index has been compiled. It represents an index of 
retail prices, weighted according to the pattern of 1937-8 expendi- 
ture, with extra allowance made for expenditure on such items as 
tobacco. The cost of living advisory committee will now start 
to work out the basis for a permanent index, but it will clearly 
be some time before conditions can be regarded as normal. 

* 


In anticipation of yesterday’s debate in the Commons on the 
Northern Ireland Bill, the Government of Northern Ireland last 
Monday published a pamphlet setting our the Government’s case 
for its retention of the unusual powers given to it by the Civil 
Authorities (Special Powers) Act. The pamphlet contains an 
account of IRA activities during the 26 years the Government 
has been established, accompanied by nine full-page photographs 
of collections of small arms and small arms ammunition seized by 
the Northern Ireland police during the course of raids on houses 
in Belfast (the latest date of a raid given is November, 1943). 

2 


Tf yet further proof was needed of the prestige of university 
education the most recent report of the Building Apprenticeship 
and Training Council (HMSO 1s.) would give it. According to 
it the nation requires university-trained builders, who are 
apparently to be a breed of super managers with a general know- 
ledge of building techniques, a broad understanding of the social 
implications of ‘their work and a B.Tech or Dip.Tech after their 
name. The nation certainly wants first-class managers in building 
concerns, but this highly vocational but unspecialist method 
of creating them appears to combine the limitations of technical 
training with the dangers of amateur status, ee 

*“ By-ways of Cambridge History.” F: A. Keynes. Cambridge 
University Press. 157 pages.. 7s. 6d. 
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Letters to 


Bonus Issues 


S1r,—I disagree with Mr. Monroe and suggest that your with- 
drawal to Mr David Eccles’s challenge was fully jusufied—and, 
incidentally, an example of journalism at its best. 

When the difference between a continued holding and a sale 
of the bonus “ issue” is considered, Mr Monroe’s examples of 
apparent surtax “evasion” will surely be seen, to be based on 
misunderstanding. Many shareholders continue to hold both 
the original shares and the bonus shares. In that case it matters 
nothing whether the bonus issue is in shares of the same class 
(equity shares) or in another class of share, or even in deben- 
tures. The shareholder still holds his original property, the 
nomenclature in paper certificates having been increased, and 
the ability of the company to distribute accumulated profits 
having been reduced by the additional capitalisation. 

To understand the fundamentals of the alleged surtax evasion 
it must be realised that any potential evasion arises not out of 
the bonus issue but out of events much earlier than the bonus 
issue. As any company withholds from distribution substantial 
profits which could otherwise have been distributed, so the share- 
holders gain in capital what they lose in income. If there should 
be surtax-liable shareholders, they inevitably gain—and_ whether 
there is later a bonus issue or not. The occasion of the bonus 
‘issue is no more than a publication of the accumulative _ effect 
of a socially desirable under-distribution and the consequent 
adjustment in nomenclature. 

I submit that for the above fundamental reasons Mr Monroe’s 
contention is wrong in general. Let us, however, take the par- 
ticular case, and suppose that the shareholder does sell the whole 
or part of his new pieces of paper. Mr Monroe admits that if 
the issue is in shares of the same class the sale is no more than 
a sale of a corresponding proportion of his original holding—a 
sale of a capital appreciation which he could turn into cash at 
any time and without the issue. He contends, however, that an 
issue in a different class of share which is paper with a printed 
heading “Preference Share,” or “Debenture,” is a simple 
“method of evading surtax.” 

Possibly the best way of exposing the underlying fallacy and 
to demonstrate the generality of the principle that a sale of part 
of a shareholder’s property after a bonus issue is in essence no 
different from a sale before, is to liken the capitalisation of a 
company to a neapolitan ice, say, of white and red ice. In the 
bonus issue of which Mr Monroe approves, the ice lies with 
‘colours running horizontally. The ice is then cut vertically, and 
two helpings of half the size and each of red and white are made 
from the original double-sized ice. In the bonus issue of which 
he wishes us to disapprove, the ice is turned so that the colours 
run vertically, and the cut is made parallel to the lines of colour: 
there are again two helpings of half the size instead of one of 
double the size, but in this case one helping is red and the other 
white. The man who owned one big ice in both cases now has 
two smaller ones ; if he sells either half he is doing no more than 
selling a part of what he originally owned—an action clearly as 
approvable in the second case as in the first. 

Finally, Mr Monroe raises the further point that the deben- 
tures may be repaid within a few days. This is true, but is no 
more than saying that any repayment of capital to equity share- 
holders out of past profits may, to some shareholders, be surtax- 
free. After all, the Courts are not empowered to withhold’ sanc- 
tion from a proposed partial repayment of the paid-up capital 
of equity shares by consideration of whether some shareholder 
may bea potential payer of surtax. 

Let Mr Monroe tilt against accumulation of profits and against 
repayment of capital if he likes—these are the two fundamentals 
of any potential evasion—but let him admit that the bonus issue 
itself is never anything more than <a fossilisation into the capital 
structure of profit balances until their distribution, and that it 
is the other two points—which are separate—which are the only 
relevant ones.—Yours faithfully, 

: 3 I. J. Prman 


House of Commons, Westminster 


Sir,—Re your comments on bonus issues,in connection with 
Mr David Eccles’s letter in your May 1toth issue. 

Iam not defending the tax on bonus issues ‘nor ‘suggesting 
that such issues are or ever have been used for the express 


- 
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the Editor 
purpose of evading surtax, but surely the case quoted by you 
is the perfect example for proving that bonus issues do save 
surtax. 

A holder of £100,000 stock receiving 5 per cent dividend and 
5 per cent bonus in shares, is liable for surtax.on £3,000, pro- 
vided this is his only income. If, however, 10 per cent is 
distributed in dividends he would receive {10,000 gross, of 
which £8,000 become liable to surtax, This isthe crux.of the 
matter. Your references to selling bonus shares or reducing the 
original holding and thus keeping income steady seem to be 
beside the point.—Yours faithfully, F. NEUBERGH 

9 Bishopsgate, London, E.C.2 

[The cases that Mr. Neubergh compares are not comparable. The 
cash equivalent of 5 per cent plus 5 per cent bonus would be 5} per 
cent (i.c., 5 per cent plus one-twentieth thereof), not 10 per cent as 
he supposes. And the market valuation of a share paying 5} per cent 
ought, in logic, to be almost exactly the same as that of a share paying 
5 per cent plus 5 per cent share bonus. The only difference is that, 
with the bonus method, the shareholder has to wait a year for the 
extra 4 per cent. But that is not an evasion of surtax on income 


received, it is merely a slight postponement both of the income and 
of the tax liability.—Eprror.] 


The Use of Foreign Womanpower 


StR,—Your note on the use of womanpower tempts me to 
add my plea to those already made on behalf of the many 
women on the Continent who would come to this country and 
work well, if allowed to do so. You spoke in another paragraph 
of 10,000 voluntary workers who have been broughr to this 
country from displaced persons’ camps. Even if three-quarters 
of these are women, I cannot believe that 7,500 is more than a 
small proportion of those who would come from the Continent, 
if a more active and liberal policy were followed. 

The use of European women meets practically all. the very 
real difficulties mentioned in your note and there is a point 
which I have not seen mentioned, namely that, probably for the 
first time in our history, the nuntber of young men will shortly 


From The Economist of 1847 


June 12, 1847. 


It is with reluctance that we commence a few ‘observations 
on the proceedings of our Government in relation to Portugal 
before the pending debate, in which the conduct of Ministers 
will be fully explained and defended. But, if we would not 
be dumb on this interesting question, we have no alternative ; 
and on such materials, therefore, as the published despatches 
and notorious facts supply us with, we must form our own 
judgment. . . . 

Up to a certain point, the intentions and acts of Her 
Majesty's Government were most honourable, considerate, 
just, and even kind. By what fatality they have been in the 
end brought to take such a decided part against the insur- 
rectionists, the despatches do not inform us; at least we 
cannot believe that any apprehension of the present wretched 
Government of Spain interfering against the declared will of 
England could have led to such a result. It may have 
happened , . . that Lord Palmerston and his employes, 
full of the vast dignity and power of England, have formed 
a very weak opinion of the Portuguese in general, and thought 
it was only necessary to declare their will to the Junta, to 
make it immediately and thankfully adopt all their sug- 
gestions. Disappointed by the patriotic dignity of Das 
Antas and his friends, their pride got the better of their judg- 
ment, and they regarded the refusal to adopt the proposed 
conditions as an insult to themselves and Great Britain. We 
cannot enter into their views. Against the principle of inter- 
ference with the internal affairs of other nations, our whole 
independent careef ‘as a naticn, the jealous pride with which 
we have repudiated all such interference, is a strong and a 
durable protest. But to interfere in a quarrel between parties, 
and to take the side of a military revolution—the side of a 
sovereign absolute for its own purposes—which suspends the 
peta st the press, the sary are gt tenigs i 
eg S guaranteed to our own subjects, appears 
us, it = Ministers of England, to be inexplicable and 
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sceed the number of young women. I do not know to what 
etent Dr Enid Charles’s calculations should be modified to 
make account of the war, but the young people coming into the 
jabour market did not fight and the sexes were affected equally. 
Dr Charles’s “third estimate” gave, for 1950, 1,502,000 males 
and 1,476,000 females in the age group 20 to 24. This state 
of things continues throughout her tables for the more speculative 
years thereafter, while for 1935 the figures were 1,666,000 and 
1,733,000 tespectively. ! 

The social consequences of there being more lads than lasses 
gre bound to be great. A ‘surplus of lasses has always been 
gsumed. The vast majority of young men marry, and quite 
sight too, and the absence of the surplus girls may mean not 
a shortage of young female labour, but its almost complete 
disappearance. The alternative would be the sacrifice of the 
first years Of married life, so important to the young people 
themselves and to the community, to a short-sighted and illiberal 
jmmigration policy. 

One of the errors of this period is the imputation of all our 
roubles to war causes. Many of these troubles are due to pre- 
war trends which were masked during the seven last years and 
ue mow making themselves felt with added momentum instead 
of gradually. Anyone who heeded the figures could have fore- 
yen a grave shortage of labour in the occupations such as 
typing, nursing or light assembly work, for which a supply of 
young women is necessary. 

There never was a clearer case than the present shortage of 
womanpower for a generous welcome to those willing and even 
longing to come.—Yours faithfully, G. E. Toutmin 

Werrington House, Peterborough 


University Progress 


Sm,—Throughout your two recent articles on university 
policy there. is one notable omission. It is assumed that the 
sudents for the expanded universities will be forthcoming, and 
there is no discussion of what, for students, is the major problem : 
gants. The Barlow report, quoting the Leybourne-White 
survey, estimates that “only about one in five of the ‘boys and 
girls who have intelligence equal to that of the best half of the 
Wiiversity students actually reach the universities.” Finance is 
possibly not the only barrier to higher education, but it is 
undoubtedly the greatest. The Government has recently made 
generous increases in the amount and number of grants to 
sudents, but a consideration of the figures will show that these 
increases are not sufficient. 

At present there are some 66,000 students at our universities. 
his understood that over 35,000 awards have been made under 
the Further Education and Training scheme for ex-Servicemen, 
about 20,000 of them since last autumn. Compared with these 
figures, only 6,000 “normal” students will receive grants 


Books and 


Eye Witness in Jugoslavia 
“Partisan Picture.” By Basil Davidson, Bedford Books, 18s. 


Me Bast. Davipson’s book is the first eye-witness account by 
a Englishman of the Jugoslav war from the Partisan side. Read 
in conjunction with Rootham’s account of the Chetnik move- 
Ment, it gives an admirable picture of Jugoslavia. Part of the 
book is an account of the military and political struggle in Jugo- 
la.as a whole. Though not based on first-hand experience, 
familiar to those who have studied Jugoslav affairs, it may 

‘te fecommended to the public as a narrative of events in- 
iequately known in Britain, and confused by the mass of 
Mant or mischievous propaganda put out from various 
Miers. Mr Davidson’s facts HE. near rhe Tate. a. - 
asonably be expected in present tions. g points o 
tail which ou be treated with reserve may be mentioned 
Oversimplified reference to the “coup d'état” of March 27, 


Mh a d some of his estimates of numbers engaged in the 


- But the main value of the book lies in Mr Davidson’s own 
| “Petiences. Tito’s forces were of two types. There were the 
| Muular units, “corps” and * divisions ” ring. some 
with their staffs and headquarters, organised in a 
atively stable manner and located in “liberated territory.” 
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annually from public funds after the new Government policy 
has come into operation, Clearly this is inadequate. is 
National Union of Students advocates that as the ew 
Service students pass through the universities the money spent 
on FE and T grants should be allocated to “ normal” grants, as 
a step towards the acceptance of the principle of grants for all 
students, with the corollary of entrance by merit on the basis of 
revised and co-ordinated tests. The popular conception of the 
poor student starving in a garret is still far too near the truth, 
and not until as @ nation we recognise the principle of equal 
educational opportunity up to university level will our ex 
universities be used to the best advantage —Yours faithfully, 
MaArGAaRET RICHARDS, Secretary 
National Union of Students, 3 Endsleigh Street, W.C.t 


Dollars for Europe 


Str,—It would be inappropriate for an: American to interpret 
Mr Marshall’s recent address at Harvard or to suggest the proper 
shape and character of the European Plan which it was designed 
to evoke. 

Two general observations may, however, be relevant: 

1. The larger in scope, the more far-reaching in aim the plan is; 
the more likely is it to commend itself to the American people, and; 
in the last analysis, to the Congress ; 

2. Beneath the fluctuating views of Americans towards Europe is 
a deep and virtually universal conviction ; namely, that Europe will 


never be stable and secure until it learns to operate, economically, 
at least, as a cOMmuRnIty. 


These observations would suggest that Europeans might do well 
to match, in their planning, the largeness of Mr Marshall’s offer. 
—Yours faithfully, W. W. Rostow 

The Queen’s College, Oxford 


Scope for Import Cuts 


Stir,—Your note to Mr Drabble’s letter on expenditure by 
British tourists abroad is nonsense. We have been persuaded to 
accept the necessity of exporting (refraining from consuming) 
things that we need so that we may import (and consume) things 
we need more, To justify an effective import of luxury con- 
sumption on tourism in order to be able to export (and thus deny 
ourselves) the things we need is the export drive turned upside 
down and run mad.—Yours faithfully, S. A. ff. Dakin 

Mulberry House, Chestnut Avenue, Guildford 

[If exports to a soft currency area did in fact curtail the amount 
of supplies to hard currency countries, this would indeed be an unwise 
policy. But surely when hard currency areas are taking as much as 
they want of a certain type of goods, it may be good policy to sell 
the remainder to soft currency areas even for “tourist” sterling, if 
by so doing a future export market is secured.—Eprror.] 


Publications 


These units fought many heroic campaigns, and were often in 
extreme danger from enemy “ offensives,” but their mode of life 
approximated to regular warfare, at any rate judged by traditional 
Balkan standards, The second type were the “ Partisan detach- 
ments,” small groups operating in “occupied territory,” in the 
enemy’s rear, in close co-operation. with secret..committees of 
civilian sympathisers in the villages. Mr Davidson saw some- 
thing of both types. He dropped by parachute to Tito’s head- 
quarters, and moved from there to an outlying “ division” in 
the- exposed” north-eastern cornér of “Bosnia. From there he 
crossed the Sava river into the plain of Srem, where he lived 
with “detachments” in the forests. Finally he twice crossed 
the Danube, into Hungarian-occupied territory, where the re- 
sistance organisation was. still extremely primitive and conditions 
were exceptionally difficult and dangerous. 
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It is a good story, well and simply told, and there are portraits 
of Jugoslav characters, which will give the general reader a better 
notion of that delightful and exasperating country than whole 
volumes of history and political polemics. Mr Davidson also 
happily avoids the turgid phrases of political jargon that ruin 
most writing on European, and especially East European affairs. 
He is free from the “mental ingrowing toe-nails” which 
poison even intelligent minds with absurd suspicions. He had 
served on a headquarters staff before he went on his operation, 
he knew that not all his superiors were reactionary or incom- 
petent, that when much-needed aircraft did not arrive, this was 
usually due, not to the machinations of “ pro-Fascist cliques,” 
but to weather conditions over the Adriatic or competing claims 
from guerrillas in Thessaly or Aosta. And if he was not always 
able to make his Jugoslav friends understand this, one can only 
say that no man can be expected to perform miracles. 

The last chapter consists of general observations on British 
policy in the Balkans. Mr Davidson seems at times too ready 
to assume that brave resistance and a determination to improve 
one’s country’s lot are a guarantee that improvements will really 
take place, and too inclined to identify Soviet policy with pro- 
gress and British opposition to features of that policy with reac- 
tionary prejudice. Bur anyone who wishes seriously to study 
the real Europe of to-day should read this book, whatever his 
view of Mr Davidson’s political opinions, for it vividly and 
accurately portrays a social background and a mental outlook 
which, with variations of detail, prevail over about half the con- 
ti in the lands lying geographically and culturally berween 
the | t and Russia. 


More Than Gusto? 


“Inside USA.” John Gunther. 
and London, 1947. 


Mr GUNTHER describes his book Inside USA as 2 “ long circum- 
navigation of the greatest, craziest, most dangerous, least stable, 
most spectacular, least grown-up and most forceful and magnificent 
nation every known,” and the description is a good one. In 920 
pages and 52 chapters, he conducts his readers at breakneck speed 
round the entire continent of America, talking, sometimes a little 
breathlessly, in their ear the whole way round, “ That was Cleve- 
land. Look, there’s Mr Taft (“ What cannot be explained in Taft 
are his majestic wrongheadedness, his Brob-dingnagian bad 
judgments”). Quick, take a look at Boulder Dam. Hello, Mr 
Stassen (‘ Just when you're really close to Harold, he trips you 
up’). Over there we are passing Reno—and ‘for every three 
marriages in 1946, there was one divorce.’ Now, take Kentucky— 
yes, ‘the curse of Kentucky is backwoodism.’ Well, if it isn’t 
Mr LaGuardia (the ‘not so littl Flower’).” So it streams on, 
stimulating, jumping from fact to generalisation and back again, 
packed with people and with entirely miscellaneous information, 
slangy, expressive, bursting with life, in itself a sort of epitome 
of the immense empire it attempts to coax and bash and bully 
imio the strait jacket of a book. 

Needless to say, it is great fun. 

But is it anything more? It is after all an undertaking to read 
920 packed pages (holding the book is a physical effort) and at 
the end of it the reader should be able to feel that out of the 
cloud of fact and description some clear outline, some sense of 
the whole had emerged. Mr Gunther is conscious of this need. 


Harper Brothers. New York 
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Every now and then he says, “ Notice this trend. It will come 
up again,” or “This point represents a phenomenon you will 
meet all over America.” But it cannot be said that the book 
altogether succeeds in this wider and more vital purpose. The 
final effect is one of emtertaining confusion and the reader may 
know more about the Americans in detail, he may indeed have 
a better picture of their greatness, their craziness, their magnifi- 
cence and their instability, but he still will not know, in the 
appropriate American phrase, “what makes them. tick.” 

Mr Gunther promises a second volume, upon Washington (DC), 
Congress, Government, and nationwide politics. Here, no doubt, 
the broader statements and judgments will be laid down. But 
Inside USA, for all its gusto, would be a better book if one 
put down Volume One with some inkling of the broader per- 
spectives promised in Volume Two. 


A Frenchman in Berlin 


“Souvenirs d’une ambassade Aa Berlin, Septembre 1931— 
Octobre 1938.” A. Francois-Poncet, 1946. Flammarion, Paris. 
195 francs. 


M. FRANCOIS-PONCET’S book covers seven years of which neither 
Frenchman nor Germans (ard, for that matter, neither Englishmen 
nor Americans) have reason to be proud. The Germans did 
almost everything within the power of a singl¢ nation to degrade 
and destroy Europe ; the French did little to preserve it. The 
English went on trying obstinately to square the circle; the 
Americans just refused to face the technical and military conse- 
quences of a material progress to which they had largely 
contributed. 

M. Francois-Poncet is concerned mainly with the degringolade 
of the German Reich. As French Ambassador at Berlin, he was 
in a favourable position to observe what was happening. He 
described to his Government very clearly what he saw ; his book 
gives an equally clear picture, and indeed one may read it better 
as a history of Naironal Socialism than as the record of an 
Ambassador’s diplomacy. It is possible to infer a good deal from 
this discreet account of the French reaction to the growing 
German menace, but M. Francois-Poncet is almost too cautious. 
He was responsible for the execution and not for the formulation 
of policy, and thus has no reason to produce, like M. Bonnet, an 
apologia. He has nothing to hide and little to reveal, or, at all 
events, he does not produce any revelations. There are a few 
interesting points, e.g., Schwenin von Krosigck exclamation, 
“Gott sei dank” when he and other guests at a dinner party in the 
French Embassy were told that the Reichstag was on fire. ‘There 
is also an interesting account of M. Lipski dropping out of the 
small dinners at which the French Ambassador and some of his 
colleagues met for the exchange of ideas and information. Or, 
again, M. Frangois-Poncet tells that he asked Hitler more than 
once to add a footnote to the most virulent anti-French passages 
in Mein Kampf in order to explain that these passages were 
written under the influence of the French occupation of the Ruhr ; 
“Hitler, tout en s’y prétendant disposé, ne voulut jamais s’y 
résoudre.” In general, however, the book will appeal most -to 
those who want a good, straight history of events in Germany 
between 1931 and 1938 ; a history writteu by a highly intelligent 
onlooker whose civilised disgust at the German reversion to bar- 
barism does not distort his powers of observation. 








OPPORTUNITIES 
IN JAMAICA 
TH toe anon - os come ntoeny 
from U.S. and. Canada, offers new opportunities for 


investment in Farm Lands, Building rty, Hotels 
and other businesses. 


Lovely scenery; delightful climate all the year 
round; abundant labour; low taxation; and inside 
Sterling area. 
Prominent resident of Jamaica, now in London, can 
supply first-hand and reliable information to those 
interested in such Investment, or in personal Homes on 
the island. Write to :-— 


WILLIAM READ’ 
c/o The National Bank, 
21, Grosvenor Gardens, S.W.1. 
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ANNUITIES 


(Single lives : Last survivor : “ Capital-protected” : ‘ Capital- 
redemption”: Reversionary: Certain: Deferred, etc.) 
Owing to high income tax, coupled with a substantial fall in 
interest yields, the purchase of annuities has become attractive to 
an increasingly large number of People, particu now that 
the capital invested in them can be safeguarded, wholly or partly, 
against loss due to premature death.” The undersigned has 
specialised for many years in every kind of annuity issued by 
the various Insurance ies (for all of which he acts 
impartially), and is in a position to advise on those giving the 

highest NET yield with complete safety. 


Descriptive Brochure, without obligation, to bona-fide applicants. 
H. A. OUTHWAITE, 
Assurance Broker, 
223, Artillery Mns.,S.W.1. - Phone: ABBey 5564 


Interviews by appointment, I to 4 p.m. 
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OM PAINE is rarely cited as a patron saint of the 
‘Republican Party. But the first Republican Congress in 
idecade and a half is now beginning to mark tentative adjourn- 
gent dates on its calendar, And the legislative emphasis of 
isfigst session certainly underlines: Citizen Paine’s assertion that 
‘Goyernment, like dress, is the badge of lost innocence.” >>” 
One Republican member puts it: “We came here pledged 
gmake four reductions: in the budget, in the debt, in taxes, 
nd in the power of labour unions. to damage the national 
gnomy.” (A further reduction was implicit in the Constitu- 
jal Amendment to limit the tenure of the Presidency to 
ww terms, which Maine, appropriately, was the first State 
gtatify.) The amount of debt reduction that will be effected 
sail doubtful. Otherwise the Congress has made good on 
tis pledge. Aside from the foreign affairs programme, which 
is had support from both parties, practically nothing more 
isbeen attempted; in the weeks that remain, the merger of the 
wvices and universal, military training are the only important 
iems-besides appropriation “bills, for which any consideration 
snow planned. 
Two hotter potatoes could hardly have been handed to the 
than the Tax and Labour Bills. With a Presidential 
tion coming up next year, the general welfare is likely to 








































wluma, At the time the Bills went-to the White House, the 
pression was current that the President would veto the Tax 
and might sign the Labour Bill. It was assumed that 
m balance, the average taxpayer's desire for rélief could be 

tighed by a message that would emphasise the propor- 
wately greater relief afforded by the Bill in the upper income 
wackets, the danger of more inflation through release of new 
michasing power and the desirability of saving future: taxes 
W.Yigorous debt..reduction when times are. good. More 

sly, it was assumed that the general run of citizens who 
ileve that something should be done about: Jabour is a larger 
tion ofthe effective electorate than the organised workers. 
bat the» alternatives’ pressing upon Mr Truman were also 
mupnised. A veto of the Tax Bill would almost certainly 
at De'teversed by the necessary two-thirds vote in Congress, 
atitis'probably too late for an alternative measure ; that would 
@im no.tax relief at all this year, and the Republicans would. 
Mirit clear who was responsible....A veto, of the Labour. Bill 
mild almost certainly be, over-ridden; - Then the Republicans 
muld get the credit for its passage with the many ¢lectors of 
Mon that are strongly in favour of the Bill, particularly 
toned'down by ‘the Senate. On the other hand, labour 
Mpat-will be crucially important to Mr ‘Truman next’ year 
Seales with big electoral votes, such as New York and Tllinois, 
M.Umion leaders, the Bill is a symbol as well as a set of specific 
witions.. A veto, particularly coming just after. Mr Wallace’s 
pan ecessful swing around the country, would increase the 
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likelihood .of third-party activity, in these States. In 1913, 
when the Progressives; with Theodore. Roosevelt as, their leader, 
broke, off. from the Bopntiiens kathy» the DEPP we in. 
Next year, the Progressive Citizens of America, under Wallace, 
might reverse the. process, “7 neal 

But while Mr Truman. ponders. these. imponderables, .. the 
budgetary economies contained in some of the Appropriations 
Bills are giving the Republicans a few hot potatoes of their 
own. Reductions in the activities of the executive departments 
affect others than’ thie despised bureaucrat.’ From its inception, 
the balance in the Republican Party between .the: industrial 
North East and the agricultural Middle West and. Far West 
has been delicate, The recent slash in the Interior Depart- 
ment’s funds for reclamation projects gave Far Western 
Republicans. a slap in the face, (The Wool Bill was in part 
an effort to offer Rocky Mountain constituents.a boon, in the 
best Hawley-Smoot tradition, to offset Republican disapproval 
of these public works.) Discontent moved to the Mississippi 
as comparable’ cuts “in Department’ of Agriculture requests 
brought disgtuntlement to the corn-hog area. After their brave 
show of economy-and-let-the-chips-fall-where-they-may, some 
Republican Congressmen will go home to find the chips on 
voters’ shoulders, to 

In a broader constitutional aspect, the session has. demon- 
strated: rather strikingly how the. Senate, with its staggered 
elections and longer terms, ‘serves as a» mitigating body, both 
im respect to the transfer of power from the outs to the ins, 
and in respect to sudden bursts of feeling through the country— 
as witness the story of the Labour Bill, 


* 


Both. Houses have made considerable progress under the 
letter: and the spirit of the R isation Act. Business has 
been conducted under the reduced ‘number of Standing Com- 
mittees that the Act. provided—only two additional Select 
Committees have ‘been authorised in the Senate and three in 
the House. The number of standing sub-committees’ is the 
same, but their work has shown. more logic. and less over- 
lapping and grants about jurisdiction, . Some progress has beea 
made in improving the quality of the staffs serving these Con- 
gressional committees. at Oi 

Less progress has been made on the ‘ >ssional 
the Employment Act, under which ‘a joie Committee of 
two Houses is required to file a report by May ist of each 
on the economic 5, pespoeels made by the President o i 
of his Council of Economic Advisors... Mr Taft, chairman. of 
this Committee, has been vastly occupied, particularly with. the 
Labour» Bill. So. progress to date includes only the staffing 
of the Gommittee, the appointment of a sub-committee headed 
by the able new Senator from Vermont, Ralph Flanders, and 
the prepatation of a’ questionnaire on ‘which the work of circu- 
lation and compilation is being handled, 6n’a sion-comitnerci 
basis by Dun & Bradstreet. The Committee has shown no 
tendency to take up the President’s recommendations in related 
form ; the concept of a legislative budget for economic measures, 
which was one of the basic features*offthe Atty isso, far un: 
realised. hatet cp f pepiocr hk: te eel hy 

On the other hand, the Republican Policy Committee, estab- 
lished in; the Senate under the Reorganisation Act, to. take an 
overall view of the course of legislation, of which Mr Taft is 
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also chairman, has functioned actively—especially in contrast 
to its Democratic counterpart—and survived certain problems 

of discipline. 
A perennial question at adjournment time is, when will 
come back? In theory, not until next January, and 
the leaders of the Republican majority have no other plans. 
But political speculators find reasons why the President might 
call a special session before the beginning of the winter. The 
necessity of a broad-gauge American programme for Western 
Europe is daily more apparent. The marginal nature of the 
Greco-Turkish programme has been commonly understood 
from the first. Appropriations of money by Congress play a 
central part in American foreign policy as it is developing. 
Before January, political and economic events in Europe may 
make clear to the country the cost of delay, which is already 
being counted at the operating level. Economic events in the 
United States may give business an interest in outlets abroad. 
And the members of both parties who want to maintain a bi- 
partisan foreign policy may agree that 1947 is a better year 


* 


than 1948 for consideration of difficult issues. 


American. Notes 


Underwriting Europe ? 


Mr Marshall’s speech at Harvard recommending the under- 
writing, by America, of a European plan of joint salvation, is an 
assurance that the issues raised by Mr Acheson will not prove 
to have been still-born. Whether the solution advocated by rhe 
State Department and supported by Mr Harold Stassen, Mr 
Walter Lippmann, Senator Fullbright, and others, will ever reach 
maturity is another matter. But only two other great debates in 
recent American history are comparable to the debate which is 
just beginning: that in 1919-1920 over whether the United States 
should join the League, and that in 1939-41 over whether the 
United States should take an active part in the war, The decision 
over economic aid to Europe in 1948 and 1949 is the economic 
counterpart of the political issues raised in America by the Ver- 
sailles Treaty. 

The considerations which may influence the decision in Con- 
gress are discussed elsewhere. So far only the friendly voices have 
been heard ; the great issue is as yet, for the average Congress- 
man, no issue at all. But one test is just ahead. President Truman 
has requested Congress tree times, with a rising sense of urgency, 
to extend the import and export controls which are essential to 
the maintenance and effective distribution of American shipments 
abroad. At the end of March Congress could not make up its 
mind and postponed the distasteful decision until June 3oth. 
Without further extension, it will become steadiiy more difficult 
to translate Europe’s dwindling hoard of dollars into the goods 
so desperately meeded. If Gongress strains at this humble and 
necessary gnat, can it be expected to swallow the camel of an 
annual investment of some $5. billion in Europe’s future? 

The project which Mr Marshall outlined can be acceptable only 
if supported ‘by both parties. As yet Senator Vandenberg has 
given no clue to his attitude. To Republicans burdened both 
with international and party responsibilities, the dilemma must 
be acute. ‘Not only is it unlikely that the device of a special 
session could successfully dispose of so controversial an issue 
before the. brickbats of the Presidential campaign begia to fly, 
but the acrimonious exchange between Senator Taft and Presi- 
dent Truman. has already involved the foreign relief programme 
in the politics of domestic prices. The high cost of living is 
currently one of the sharpest issues between the parties: “ Re- 
publican prices” the Democrats like to call them, resentfully 
remembering the dissolution of price control. Prices having 
obstinately refused to respond to the Republican recipe of free- 
dom from bureaucratic control, Mr Taft would like to saddle the 
high cost of living on to the President’s foreign policy and labour 
policy. Given. continued full employment in the United States, 
the element of truth in Mr Taft’s passing of the buck will hardly 
assist projects designed to maintain and even increase foreign 
purchasing power. e | 


* * * 


Truman wv. ‘Taft on Prices es 


: Mr. Truman’s insistence on the necessity for vo untary adjust- 
ments in industrial prices has now brought Senator ‘to the 


point where he is again willing to challenge the White House in 
terms of the unusually bitter antagonism which marked the 1946 


THE ECONOMIST, June 14, 1947 


controversy on the Price Control Act. A few days ago, Senator 
Taft remarked, somewhat sourly, that the President had “aban. 
doned talk of keeping prices down in favour of heavy spending 
abroad that will keep them up.” In his view, the only way to 
bring down prices was to reduce the demand for goods. 

In reply, Mr Truman declared that, quite obviously, the $400 
million loan programme for Greece and Turkey was not designed 
to correct the price situation, but to bolster a corner of the world 
economy in desperate need, and to resist “ totalitarian aggression.” 
The Administration, he continued, fully recognised the danger of 
inflationary trends arising from foreign loans, and was therefore 
the more determined to “handle domestic problems with vigour 
and common sense.” In a passage which served as an eloquent 
reminder that Senator Taft led the fight against price controls, 
the President observed that “ business intelligence must take the 
place of government regulation” and that Senator Taft’s cry for 
diminishing the level of effective demand was, in effect, a plea for 
depression as a cure for prosperity. 

On the whole, this does not seem to be a particularly profitable 
level of controversy, and Mr Truman’s selection of the quite sharp 
decline in food prices by comparison with those of other com- 
modities (between the March, 1947, peaks and end-May food prices 
had come back 9 per cent, and all other commodities by one- 
tenth of one per cent only), is surely invalidated by his own recog- 
nition that, for very obvious reasons, the flexibility of farm prices 
can have no general reflection throughout industry. 

On the other side, Senator Taft’s eloquence from V-J Day 
onwards was scarcely directed towards price reduction through 
dwindling demand—if that be his current target—and the $400 
million loan proposals look very small by comparison with the 
$4 billion tax cut which the Senate has just approved. The 
President’s own vulnerable record in terms of price movements 
was detailed in The Economist of May 31st, but it may be worth 
repeating that the “moral drive” against price rigidities is not 
likely to carry very much weight. A significant item in the 


recent business pattern was the brave attempt made by traders in | 


the small town of Newburyport to buttress demand by a general 
downward revision of retail price-lists. For this scheme, there 
was nation-wide publicity, and general commendation from the 
President downwards. The attempt was, nevertheless, a failure 
because the suppliers refused to co-operate “and price 
cutting efforts were soon abandoned. Meanwhile, longer-term 


forces are still working for price revision. They include the high 


output of non-durable, and the steady rise in output of durable, 
goods; the heavy accumulation of stocks, and the growing produc- 
tivity of labour. By the turn of the year, they may well have 
succeeded in ironing out some of the more obvious anomalies in 
the present price structure. 


Fairer Rates for the South 


A grievance nearly as old as the Civil War was sustained, 
and, in part, redressed, on May 12th when the Supreme Court up- 
held an order of the Interstate Commerce } to adjust 
freight rates as between the East and the South and West. The 
South, and more recently, the West have always «maintained that 
the freight rate structure organised from the industrial north-east 
was designed to keep them in a state of exploitation, colonies 
supplying raw materials to the industrial giant of the East, pre- 
vented from. industrialising themselves almost as effectively as 
British laws in the colonial period forbade competitive American 
manufactures. The cause was taken up vigorously by Mr Arnall 
when he was governor of Georgia ; it was fought by 9 States and 
33 railroads. : 

The passionate belief in an Eastern “conspiracy” to stunt 
Southern and Western industry may somewhat overdramatise the 
situation. Freight rates originally were higher in the South and 
West because distances were greater and traffic lighter. But the 
differentials have persisted long after the conditions that originally 
excused them have disappeared, and the North-East has never 
protested against the competitive advantage this entailed. 

The aim of the South and West is a nation-wide equalisation 
of freight rates. This is still a long way from realisation, for 
America’s freight rate pattern is a maze unravelled by very few, 
and the present order concerns only “class rates,” that is, rates 
on manufactured and other high value goods. On these, the ICC 
can now put into effect the 10 cent reduction in the South 
and West (though not in the Far West), and the ro per cent 
increase in the East, which it originally ordered 
These rates skim the cream of the traffic ; bulk commodities 
~ etaaincl waigren’s| tsdbaaiiy alasagaee rates, as yet unaffected. 


¢ principle, has, however, been established. The Supreme 
Court upheld. 


the _ICC’s contention that class rateswere preju- 
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icial to the economic development of the South and West. As 
gn example, the ICC cited rates on cottonseed oil, which are 7 
rcent highes from Southern to Official (north-eastern) territory 
than within Official territory. If the cottonseed oil is manu- 
facrured into margarine in the South, the discre amounts to 
; cent. This decision will give a new stimulus to the in- 
jalisation of the South and West, which is already well under 

way and providing serious competition to the older industrial 
cenres. An era of veiled colonialism is drawing toward its close. 


n * ® 


fecking the Back Door in South America 


The decision to welcome back the prodigal Péron ends a long 
drawn out and unhappy episode in Pan-American relations. The 
attempt to oust Péron had patently failed ; the displeasure of the 
United States was proving an aid, rather than a hindrance, to 

ine efforts to forge an economic and political block among 
the South American States. Against this background, the Service 
view has prevailed that it is urgent to lock the back door of the 
United States against potential aggressors. The announcement 
that Argentine compliance in ousting known Nazis had reached 
a degree sufficient to warrant the holding of the Rio Conference 
has followed hard on the President’s renewed request to Congress 
for approval of the project of standardising and distributing surplus 
American arms throughout the Americas. Once the decision had 
been taken, the caste of characters changed with dazzling swift- 
ness. The President accepted the resignation of Mr Braden. who 
has consistently advocated a tough policy towards the Argentine 
and opposed the distribution of American military largesse south 
athe border. He is succeeded at the State Department by Mr 
Norman Armour, who will enjoy a wider field of activity. With 
the success of the mission he pressed so ardently, Mr Messersmith, 
the Ambassador to the Argentine, has also resigned, 

These are moves which will be pleasing to many Republicans 
and in particular to Senator Vandenberg, who has long made it 
gear that his party’s support for the foreign policy of the Adminis- 
tration did not extend to South American affairs. They are calcu- 
lated to appease the Republicans at a time when bi-partisan sup- 
port is more mecessary than ever to Mr Marshall and becoming 
‘progressively more difficult to secure. 

Yet the realisation that the “ normalisation” of relations with 
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the Argentine was the only practical course has not made the pill 
any sweeter to many Americans. That the fatted calf should be 
killed for the Argentine at the precise moment when the Péron 
family is re-introducing. the Fascist salute to Europe, poses very 
sharply the distasteful possibilities of the Truman, Doctrine, For 
although the proposal to standardise and provide arms for the 
South American countries ante-dates the official proclamation of 
the Truman Doctrine, it is powered by the same fear of Com- 
munism, Even Mr Braden, who has so eloquently voiced the 
fear that the scheme will merely strengthen the strong by modern- 
ising the armies of South America, and foster am armaments race, 
has testified this week that Communism is a much greater danger 
than Fascism in those countries. Thoughtful critics im the 
United States are concerned that the constructive, as well as the 
negative, aspects of the Truman Doctrine should be applied to 
Latin America, where it is so pitifully clear that the best defence 
against Communism is the full dinner-pail. 


* * * 


ITO and Farm Prices. 


The recent approach of Chicago wheat futures to within a 
very narrow margin of all-time records was in itself a salutary 
reminder of the imponderable forces governing farm prices. The 
record grain crops harvested throughout North America last year 
were then very widely regarded as marking the close of the post- 
war farm boom, and early this year the Bureaw of Agricultural 
Economy insisted upon the probability of a very sharp decline 
in farm cash incomes for 1947. Altogether, reports from the corn 
and wheat belts still suggest bumper crops, but over the last week 
or so there has been a significant stress on damage brought by 
heavy rains to feed crops. With so much. of the world still 
clamouring for every ton of food available, it is clearly quite 
premature to expect a major collapse in grain prices. Many US 
economists are suggesting that a domestic business downturn may 
be the first signal for a reversal of the farm price curve. It would, 
however, be very foolish to predict 1947-48 crop incomes with 
any precision for the next few weeks. 

In the meantime, the Department of Agriculture has for long 
shown a growing concera with the established programme of 
“parity prices” for farm products. These price guarantees for 
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LORNA TAGGART was 
only eight. All on her 
own, she made a 3,000- 
mile flight by Clipper to 
see her- grannie in Scot- 
land. But she loved every 
minute of it—the comfort; 
the wonderful meals, the 
friendliness of all aboard. 
As she left the giant 
Clipper at London Air- 
port, Lorna waved good- 
bye to the stewardess. 
“I want to be an air 
hostess, too!” she cried, 3am 
and her eyes sparkled as jem 
she added “on a Flying [ii 
Clipper, of course!” 
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major farm products continue automatically through 1948, and 
with this year’s Congressional agenda fully booked, and with the 
Presidential campaign dow1 for 1948, it looks as though neither 
party will at present agree to any basic revision of farm policy. 
It is true, of course, that possibly thousands of farmers dislike 
particular features of the price-guarantee schedules. But alto- 
gether their interest is in bumper farm prices, and they have 
shown little inclination to resist near-term bounties which could, 
conceivably, wreck the farm economy over a longer period. 


The Administration has new worties»on hand, however, in the 
shape of the present. Geneva negotiations on the charter for the 
International Trade Organisation. A special survey made by the 
Tariff Commission notes that the imposition of cotton import 
quotas might be technically permissible under the Charter because 
of current “ surplus-removal” plans, but that “considerable fric- 
tion” might follow if these plans were made the basis for import 
quotas. Export subsidies, again, “ must be removed after a three- 
year interval, unless special permission is granted, or unless thece 
is a failure to reach a wider agreement between world growers.” 
The wheat position is held to be “much: the same as that for 
cotton,” while “tobacco exports could not again be subsidised 
unless a burdensome world surplus developed.” 


No specific comment is made on tariff rates, nor on the amaz- 
ing variety of health and sanitary regulations by which the United 
States has frequently raised barriers more formidable, and not 
infrequently, even less justifiable, than simple import dues. The 
Tariff Commission’s brief report, however, emphasises once again 
that all farm policy over the last twenty years has failed to solve 
the problem of the marginal producer, and that war conditions 
alone prevented the accumulation of surpluses on such a scale 
that the cost of carrying them might appal even a farm-dominated 


Senate. Ie remains tg be said that, under presen: plans, ITO com- . 


modity schemes would seem to offer more than one device for 
cushioning the impact of world competition. 


Democratic Come-back ? 


The jubilation with which the Republicans celebrated their 
famous victery in November has given way to something like 
alarm. The come-back of President Truman and the Democratic 
Party registered by the polls has been underlined by a scattering 
of elections. Mr Trvman’s. popularity (tested by the question 
“Do you approve of the way he is handling his joh”?) now 
stands at §7 per cent, a decline of 3 points since March, but 25 per 
cent above October’s low-point. The party-strength polls reveal 
the Republicans and Democrats running neck and neck, with 
s1 per cent of those questioned favouring the Democrats. On 
April 1st, in’ Chicago’s mayoralty election, which one of the 
Republican strategists had unwisely prophesied would be the 
first important preliminary engagement of the 1948 campaign, the 
Democratic candidate, Mr Kennelly, defeated the Republican by 
a majority so large that, if repeated in 1948, it would make the 
whole of Illinois Democratic. In a Wisconsin by-election the 
Republican majority was whittled down from 29,061 to 847. 
Republican administrations in Charleston, West Virginia, and 
Baltimore have recently given way to Democratic control. 

Not everything is going the Democrats’ way. The big city 
machines on which the votes of New Jersey, New York, and 
Missouri hang are recovering with difficulty from the catastrop-ric 
beating they received last November. Mayor Hague has actually 
retired in Jersey City. In one corner of the State of Washington, 
a Wallace Democrat triumphed in the primaries over a Truman 
Democrat who supported the President’s foreign policy, and kept 
the maiority for the victorious Republican (who also supported 
the Truman Doctrine) down to 1,500. Mr Walilace’s growing inde- 
pendence as his triumphal tour of the West unfolded is, indeed, 
the cloud the size of a man’s hand on the Democratic horizon, 
holding as it does the possibility that the Democrats might lose 
just enough labour votes in the key states of New York and 
California to lose the Presidency in 1948. 

Senator Aiken, a jiberal Republican, wrote recently that in 
November the country put the Democrats out, rather than the 
Republicans in, and that consequently the burden of proof is still 
on the Republicans, Prices, which they argued wceuld fall with 
the removal of the dead hand of bureaucracy, are higher than 
ever. Voters have tended to regard the achievements of Con- 


gress as disappointing and the pace slow. Economy” - 
ment—apart from the sheer wish-fulfilment of passing Bills: cut- 
ting taxes—is hard to achieve withour treading on voters’ inte 

in the West and the agricultural districts, largely because of two 
hard facts: that the country has become accustomed to and 


dependent on the growing functions of government since 1932 ; 
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and that government, like private industry, has higher costs under 
inflation. 

It is a key to the political mood of America that of the candi- 
dates in both parties it is Mr Truman, Governor Dewey, and 
Senator Vandenberg who are Jeading Senators Bricker and Taft, 
on the Right, and Mr Stassen and Mr Wallace on the Left, are 
almost equally out of the effective running. It is a mood which 
favours Mr Truman, who is not even that little way left of centre 
to which Mr Roosevelt once confessed. Can the President main- 
tain that coveted central position, with the hardest tests in 
domestic and foreign affairs still ahead? At least his come-back 
os him a competitor no Republican is now disposed 10 
under-rate, 


The Oil Pact Again 

The Foreign Relations Committee of the Senate has at last 
agreed to provide time for debate on the Anglo-American 
petroleum agreement, though the support necessary for ratifica- 
tion of the treaty seems to be as uncertain as ever. The pact 
was signed in London as long ago as September, 1945, the sub- 
sequent delay having been due to the belief of an influential 
section of the domestic industry that the agreement is only an 
initial step in the formation of an organisation which would regu- 
late American output as part of a world control programme. 

Denials by the State Department have made very little head- 
way, and opponents of the treaty are once again voicing their 
distrust of “cartel plans.” The real struggle here, of course, 
is between the integrated and international units which can 
always be persuaded to abandon swings for roundabouts, and the 
smaller independent units whose prosperity is based simply on 
the domestic rate of operations. Even within the ranks of the 
big units, however, there is a continuing suspicion that the govern- 
ment is, in fact, determined upon much stronger regulatory 
powers in the longer run. 

In the last few weeks, the opposition of the Independent 
Petroleum Association has been extremely clamorous, and the 
State Department has been accused of promoting a “ flood of oil 
imports that will make it impossible for many producers to con- 
tinue business.” It is, of course, the declared policy of the 
Federal government to conserve domestic supplies by an expan- 
sion of imports, but the attitude of the independent operators is 
almost incredible in the light of the statistical position. 

Crude oil output recently reached an all-time peak of 5 million 
barrels daily, while domestic demand, which averaged 5.3 million 
barrels through 1946, is now estimated at a minimum of 5.7 
million barrels. The best statistical experts within the industr? 
have recently predicted a curtailment of exports later this year, 
while industry has been warned that fuel oil shortages may 
actually force a curtailment :in factory operations over wide areas. 
For a nation which has such prolific resources, the position 1s 
astonishing, but in addition to shortages of crude oil, refinery 
capacity has long been below commitments, and labour disputes 
have recently reduced the supply of refined and residual products. 

The situation could change quite rapidly with a gemera! busi- 
ness setback, for crude stocks are not unsatisfactory, and with 
prices at the highest since the 1920 boom, drilling and explora- 
tion work is at a very high level. Some abatement of present 
demand, however, would certainly not injure the domestic in- 
dustry, and there is every indication that the long-term trend of 
consumption is still upwards. 


Shorter Notes 


The Senate and House have now beth passed Bills extending 
Federal rent controls from June 30 to February 29, 1048. Both 
Bills contain the escape clause that 15 per cent increases in rents 
will be allowed where both: tenants: and landlords voluntarily 
agree. As the tenant’s only alternative in many cases is to g0 
homeless, his agreement, whether strictly “voluntary” or not, 
will usually be forthcoming. In effect the Bill is one for an 
increase of 1§ per cent in rents, a concession sought by the land- 
lords’ lobby. The President has no choice but to accept the Bill, 
for a veto would simply mean that all controls would lapse on 
June 3oth. a ' 


Mr Truman has appointed Mr Dwight P. Griswold, a former 


Republican Governor of Nebraska, to administer the Greek aid 
, and Mr Richard F. Allen to be field administrator of 


a $350 million foreign relief fund recently approved by Congress. 


he appointment of Mr. Griswold, a : ican, is laid in some 
circles to a desire to underline the bi-partisan support for the 
Greek programme. If this was the intention, the choice of one 
of “Mr ‘Stassen’s ‘backers was maladroit.-”~ — 
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THE WORLD OVERSEAS 





Interim Report on. Geneva 


(From Our Special, Correspondent) 


1. Tariff Bargaining 


To preparatory committee of the United Nations conference 
on Trade and Employment has now béen in session for just 
wet two months and there can be no denying the fact that the 
jme-table is getting somewhat out of joint. The bilateral tariff 
ugotiations, which should certainly have been virtually com- 
sted by the beginning of June, are still at a very early stage. 
The Americans, with ample staffs, have been making reason- 
ably good progress with a number of smaller countries, and agree- 
ments with Brazil and the Lebanon are expected from day to day. 
but their negotiations with the Dominions have bogged down for 
te fime being, largely due to the deadlock with Australia on 
he question of wool. 

The negotiations on the American wool tariff were exclusively 
tidied by the Australians, on the principle that each country 

FMegotiates on a particular article with the country from 
it obtains its largest imports of that commodity. This is 
mended to simplify the negotiations. The “principal supplier ” 
ai be relied upon to make the best case and obtain the best 
pssible bargain for the article in question, and any concession 
diained from the importing country will later be extended to 
Mother suppliers through the most-favoured-nation clause. 

It is, therefore, the Australians who have been fighting the 
tattle on wool with the Americans. That battle will only be 
sined once more when Mr Clayton, head of the United States 
iegation, returns from Washington. The American delegation 
bere is fully conscious of the damage done to the tariff negotia- 
fons and indeed to the whole foreign economic policy of the 
United States by the wool episode. Some of its members profess 
obelieve that the Administration intends to take up the challenge 
d the wool bloc in Congress and argue that, if the 


Mdministration were to exercise its executive powers to reduce. 


te duty on wool and challenge the Republicans to make this 
mol the issues at the 1948 elections, the Republicans would 
ube very happy. This issue should be decided soon and must 
wallected by the fate of the legislation now before Congress, 
Of'the other tariff negotiations it can be said that, in general, 
iy ate making fair progress. The American offers, barring 
ithe case of wool, were more generous than most countries 

tad expected, and a number of the recipients of these offers had 
Diasten to revise their own, which, by and large, were on 
temeagre side. ‘This is, of course, as it should be. The United 
Wits entered into these negotiations with one of the highest 
iis in the world and it is the country which, by all criteria, 
told have the lowest. Most of the giving should thus come 
| America. But allowing for this fact, an appropriate 

tse should be forthcoming from the other countries. The 
demands on the United States amounted. to nothing more 
trless than an overall 50 per cent cut in the duties on all items 
aderinegotiation, i.e., the limit of present American concessions. 
he British offers, on the other hand, were not pitched in similar 
‘a few small reductions in tariffs, a very few offers for reduc- 
‘mand elimination of preference margins and, for the rest, an 
mdettaking to “bind” margins of preference at their existing 
This collection has not made the best of impressions. In 
ilar, the offer to bind margins of preference has not 
ared to the countries to which it was made to have any 
Mtiating value whatsoever since the British undertaking to 
“timate: preferences should leave no room whatever for the 
Ms or -of an increase in these margins and, therefore, should 
, maintenance of existing margins as the worst con- 
“able-possibility, and not as something having any value as a 
The Americans are thus somewhat burt, that the 
their initial offers should have been ignored in the 


| 


have caused the greatest difficulty, owing largely to the chaotic 
muddle in which the French tariff structure has evolved. The 
new ad valorem rates are intended to allow for an adjustment of 
specific duties to the higher level of prices and for the protective 
elememt of import quotas which have been abolished or are due 
to disappear. In some cases the increased duties appear to do 
more than justice to these two factors. Moreover, the obvious 
and substantial overvaluation of the French franc makes the whole 
French tariff position one of extreme uncertainty. 

The negotiations on preferences are dogged by the paradox 
that the party which is giving away the preferential mar<'n is 
doing so at somebody else’s expense. When the Americans, for 
example, ask for a reduction of the preference on canned fruit 
imported from Empire countries into Great Britain, the request 
is made to Britain but, if granted, will primarily hurt Australia. 
Before the request can be considered, there must, therefore, be 
some contact on this point between the Americans and the 
Australians to see what concession the former can make to the 
latter as a Counterpart for this item in the Anglo-American deal. 
In this specific case the argument cames back immediately to 
wool. This example illustrates the fact that the tariff negotiations 
are a net-work of discussions even more complex than the 
pattern of some 120 bi-lateral deals with mutual concessions in 
each, rendered multilateral through the most-favoured-nation 
clause. 

Though the time-table is not being adhered to, it can already 
be prophesied that the tariff negotiations will yield appreciable 
results. Even if the American tariff on wool is not reduced—and 
on this point it is too early to be pessimistic—the Geneva 
negotiations will achieve a definite reduction in the general level 
of tariffs and also in the margins of preferences. The key to 
this part of the negotiations must be the American attitude. 
Although the initial American offers are reasonably generous, they 
are not generous enough, given the comparatively high level at 
which American tariffs stood at the beginning of these negotia- 
tions and given the fact that in the present world it is America 
which must give. There is still too much evidence of American 
delegates having their eyes glued too anxiously and fearfully on 
the Tariff Commission to which all negotiated changes must be 
reported, of a minuteness of calculation to see that every 
American concession is fully matched by a concession from the 
other side. Yet not only must it be said that it is far too early to 
despair, but the progress achieved so far makes despair a wholly 
inappropriate sentiment. When the concessions already offered 
and accepted in the 91 sets of megotiations that have been 
initiated so far are given multilateral scope by the operation of 
the most-favoured-nation clause, it will be found that no previous 
comparable period in history has yielded such. an abundant 
harvest of reduced obstacles to international trade. 


2.. The Charter Debate 


Tue reduced tempo of the tariff negotiations in Geneva has given 
more time to delegates to further the debate on the proposed 
Charter of the International Trade Organisation. The task has 
been entrusted to two commissions. These commissions, “A” 
and. “ B,” give the chapters referred to them what might be 
termed a first reading and then submit points on which 
differences ate revealed to sub-committees whose task it is to 
produce texts reconciling them. First readings have been given to 
chapter 3, dealing with employment, effective demand and pro- 
ductivity, to chapter 4, dealing with economic development and 
to chapter 6 dealing with restrictive business practices. The 
initial consideration of the crucial chapter 5, dealing with general 
commercial policy, has begun. So far, therefore, the most. con- 
troversial, topics have. been avoided. But discussions of a 
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The discussions on the employment chapter have revealed 
familiar differences. A number of delegations have consistently 
shown their dislike of its alleg@dly loose terminology, -Amend- 
ments have been suggested and” will probably be accepted 
which will stress the importance of productivity and will make 
clearer than at present the fact that the members of the ITO are 
committed to maintain not merely employmem, but productive 
employment. But the main debate has centred on the safeguards 
for members subjected to external deflationary pressure. Some 
delegations argue for more urgent and positive action being 
provided in the event of deflationary pressures being exerted 
on members by the inability of others effectively to control their 
economies. There have been demands, first, for more automatic 
and immediate initiation of consultations by the ITO in such 
circumstances and, secondly, for the rights of members to take 
unilateral defensive action, provided it was notified to the ITO. 

The fourth chapter on economic development has so far caused 
a greater outpouring of oratory than any other. This, in effect, 
gives the “ under-developed” countries the right to avoid most 
of the provisions of the Charter on the ground that their more 
diversified development redounds to the general interest. Whatever 
they may lack in other respects, those countries have highly 
developed dialectical skill and vocal powers. They have stressed 
the basic character of both chapters 3 and 4 of the Charter and 
have urged that the obligations deriving from them must be 
regarded as equally binding with the obligations deriving from 
chapter 5 on commercial policy. The obligation it imposes must, 
they argue, be conditional on the attainment of the objectives 
of full employment, high demand and increasingly diversified 
economic development in all member countries. The most inter- 
esting aspect of the debate on this chapter has been the counter- 
attack made by the countries—notably by the United States— 
that would be expected ro provide much of the capital from 
which this development would be financed. They have sug- 
gested that certain rules be set out for the treatment of 
foreign capital. This amendment suggests that there be equally 
favourable treatment for investment by foreign countries as for 
enterprises financed by domestic.cepital; that there should be 
most-favoured-nation treatment for foreign investment in any 
member-country and that provision should be made for the com- 
pensation of foreign-owned property requisitioned or confiscated. 

Another subject of keen debate has been the question of apply- 
ing sanctions against members which may ,be- found guilty of 
measures which conflict with the terms of the Charter. The 
difficulty is that, if a member can be “ penalised ” because it is not 
helping another to diversify its resources or because it is not 
doing all that may be deemed necessary to maintain employnient 
in its area, the application of sanctions may involye a serious 
derogation of national autonomy. Sanctions there must be, ard, 
since they can only be applied with the full coneurrence: of the 
STO, they should not be feared by members prepared to abide 
honestly by their obligations under the Charter. But the position 
is aggravated by the importance attached by certain countrits to 
sections of the Charter which can by no means be régarded-as a 
specific code of commercial behaviour, but are rather general 
aspirations as to the objectives of economic i 

But the ‘debate on chapter 5 is generally considered the most 
important. It lays down a code of commercial behaviour and 
deals with tariff reductions and preference margins, with quanti- 
tative restrictions ohm imports and their non-discriminatory 
administration, with subsidies and with state trading. This is the 
hard core of the Charter. It is this section of the document which 
will form the main part of the interim agreement or “ Little 
Charter ” which, it is hoped, will be negotiated by the “ nuclear” 
nations, at Geneva and by which they will undertake to abide 
prior to the’ ratification of the full Charter*after the full world 
conference on trade and employment has finished its labours— 
which can hardly be before the spring-of 1048. ~ 

This crucial debate has begun with one concession 10 
the views of Great Britain and the other Commonwealth 
countries. The important Article 24 has already been amended 
. $0.a8 to make it less automatic that negotiated reductions in 
most-favoured-nation import tariffs should operate to reduce or 
_ eliminate margins of preference. The amended form of this 
_ article leaves the way open for reductions of preferential rates 
as well as of non-p ial rates, provided ‘the-margin of pre- 
ference is not increased. This represents a major concession on 
the part of the Americans, Nevertheless, even more vital 
issues will be involved’ ‘when’. the articles dealing with 
quantitative restrictions on imports come to be discussed. ‘It 


restrictions on imports will face many couritries of the world for 
‘some years to come. -How to reconcile that fact of 
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life with the American demand for the non-discriminatory opera- 
tion of such restrictions and with the need to maximise the 
volume of world trade will provide: the Geneva meeting with 
one of its main problems. 


Communism in Eastern 
Europe—Il 


{BY A SPECIAL CORRESPONDENT] 


CZECHOSLOVAKIA was the only country east of Germany where 
Communists experienced political freedom between the wars. 
Elsewhere, though there, were -brief Parliamentary periods when 
some of the opponents of the old regimes were able to criticise, 
the Communists were always outside the law. They do not under- 
stand the principle that every man should have the right to express 
his opinions freely. They never had this right, it never existed 
in their country, so why should their enemies have it? Talk of 
it in the Western press seems mere hypocrisy. The Western 
politicians and journalists are only concerned, they believe, to 
protect Fascists and reactionaries, The Communists always ask 
the question “ Freedom for whom?” There are some people to 
whom experience has shown that it is dangerous to give freedom. 
There are others who, although perhaps themselves democrats, 
hesitated in the past to prevent Fascists from destroying demo- 
cracy, and at the same time were quite indifferent to persecution 
of Communists. Such people, they claim, do not deserve liberty. 
If a Hungarian Communist heard praise from the West of the 
relative liberty which until recently existed in his country, he was 
offended, for he was ashamed of this liberty, which he believed 
benefited only the reactionaries, and which he regarded as a 
symptom of political backwardness. Only the Czech Communists 


seem proud that their country enjoys’such liberty. But then they 


themselves were allowed liberty under the old Republic. 

The present regimes in Eastern Europe ate usually described 
officially as “ popular democracies,” distinct from either “ bourgeois 
democracy ” or “ Soviet democracy.” The Communists have no 
sympathy for the old parties, and.will co-operate with them only 
on their own terms, which usually amount to:complete subordina- 
tion to Communist leadership. They believe that the old parties 
proved in the past their inability to solve vital social and political 
problems and should not be given another chance. Their greatest 
fault, in. Communist eyes, was their failure to bring the masses 
of the people into political life. This was especially true of the 

ans, where the majority of the peasants and workers had 


_ absolutely no influence on policy, and regarded parties with in- 


creasing indifference, To them elections were just occasional 
opportunities for winning a little cash and a few free drinks, but 
were not expected to have any concrete effect on their daily lives 


of toil and misery. . The Communists are determined to bring | 


the “non-party masses,” the disinherited majority of the’ hation, 
into active participation in national affairs. Duririg the Partisan 
Wat in Jugoslavia this was actually déne. In the’ areas liberated 
from the enemy,, administration and supplies were controlled by 
local men, who ptoved their worth by their efficiency and by 
thé respect which the population showed for them. Many hold 
the same, or more important, posts to-day. Something of the 
samme kind has been attempted, with much less success, in 
Bulgaria through the “Fatherland Front Committees” and in 
Rumania through the “Ploughmen’s Front.” — - ‘ 
“Popular democracy” is not intended to be a “dictatorship 
of the proletariat.” It has a mote moderate programme, including 
specific guarantees of private property. It is to be based on the 
“non-party masses,” organised in mass political professional and 
cultural organisations, undér ‘the leadership: of the (Communist 
Party. A share in leadership is also allowed either to individual 
prominent figures, of to rump ‘gfoups, from any of the old 
political parties who will accept the new programme and are 
prepared to co-operate “ honestly,” that is to say unconditionally, 
with the Communists. The only country which definitely does 
not conform to this pattern is Czechoslovakia, where co-operation 
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munist influence in the armies is ensured by the introduction of 

ical commissars, and by the recruitment at high and medium 

of officers trained—whether as pre-war exiles, ‘war-time 

dilies or prisoners of war—in the Soviet Union. Communists 

gre also well placed in the Education and Propaganda Ministries. 

Communications is another Ministry much sought by the party. 

Finally, Communists play a dominant part in planning organisa- 

tions, both of the economy as a whole ‘and of more limited but 

essential sectors—such as electrification in Bulgaria or recon- 
gruction of the “western territories” in Poland. 


Communist Cadres 


The Communist parties of Eastern Europe suffer from a severe 

shortage of personnel. The number of experienced and reliable 
arty members is everywhere small. In Jugoslavia considerable 
gumbers were recruited during the war from those who, 
whatever their political antecedents, showed themselves able 
aid loyal in action. But a gift for guerrilla leadership is not 
necessarily a qualification for peace-time administration. In 
slovakia some pre-war cadres were left, and in Bulgaria 

se. who had survived the savage persecution of 1934-44 
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bad proved their worth. In Hungary a section of the workers 
had, while belonging to the legal Social Democrat Party, sym- 
, secretly with the Communists, and the discipline of 
factory and trade union had trained them. Bur in all these 
suntries the hard core was very small, while in Poland and 
s eons it hardly existed at all. The Rumanian party had 
; sme support from national minorities, especially Jews. Its 
. leaders were a handful of political internees and exiles. For its 
, pew recruits it has been largely obliged to accept former members 
. of the Fascist Iron Guard. These may be of three kinds—vaguely 
: revolutionary idealists disappointed by Fascism and seeking some 
d other “dynamic” movement; toughs who want a respectable 
° excuse to beat up their fellow citizens ; and conscious Fascists 
. who aim at undermining their opponents from within. The 
y Communists may make something of the first group, but the 
4 | second will merely bring them discredit, while the third will be 
is 9) Psitively dangerous. Throughout Eastern Europe the Com- 
0 gunists are obliged to fill many key posts with former business 
ly men or officials of the old regime. This disappoints the revolo- 
a- tionary-minded because the old bureaucratic methods and abuses 
es 5 mmain, and at the same time infuriates the conservatives who 
al “9 mgard all changes of personnel as an outrage. 
st The exact relationship of the Communists to the Soviet Govern- 
oi ment cannot be known with certainty. It is not necessary to 
id wsume that they receive vast funds or detailed instructions from 


Moscow. Their leaders can be trusted to pursue a policy com- 
al patible with Soviet State interests. They regard the USSR as 
: the only socialist State in the world, and the only effective support 
a socialists in other countries. They therefore wish to see the 
oe strong, and simply identify Soviet policy with the words 
a “peace” and “ progress.” What the USSR wants must be good, 
an fmm Yetause it is the USSR that wants it. They refuse to consider 
ed my fhe possibiliry thar Soviet policy can be contrary to the interests 
by (mg “their own country, or that the USSR can have imperialistic 
by ams. “Imperialism” is by definition an exclusive characteristic 
id a the “Western capitalistic Powers.” When Pan-American 
the fam Airways obtain special facilities in a South American state, or 
in Anglo-Iranian oil derives profit from Persia, that is imperialism. 
in Bat when Hungarian civil air transport is monopolised by a 
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joint Soviet-Hungarian company, or “Sovr ypetrol” .controls 
one-third of Rumanian oil reserves, that is popular, democracy. 


The Communists of Eastern Europe often state that they wish 
to trade with the West, and that they would welcome Western 
capital in the work of reconstruction. But “ economic co-opera~ 
tion” de s on the total acceptance by the West of their political 
terms... Bargaining and compromise are unintelligible to them: 
And they are not easily able to control their emotions. They 
believe the West considers them as “inferior” colonial peoples. 
They remember that before 1939 Western diplomatic and business 
representatives associated only with their ruling classes, which 
in many -ways acted as colonial on behalf of Western 
mterests. Western representatives were utterly indifferent when 
dictatorships repressed democrats and tortured Communists, ae 
now eagerly protest when Mikolajczyk or Maniu are denied full 
liberty. The Communists therefore hate the West, and use 
every means to discredit it. All the past abuses of foreign 
capital in their countries are exaggerated, and its contribution 
to the creation of their industries is ignored. British social 
reforms are hardly mentioned, but whenever Sir Oswald Mosley 
opens his mouth he gets headlines. A distinction is officially 
made between “broad popular masses” and “reactionary 
circles” of the West, but the impression is given (without being 
explicitly stated) in press, public meetings and radio, that only 
the latter count. And at the lower levels of the party the dis- 
tinction is forgotten altogether. Here there is an extraordinary 
confusion of the doctrines of Marx and Goebbels, of proletarian 
dlasses and “proletarian nations,” of the Communist idea and 
the Slav soul... In conversation with Western visitors, the Com- 
munist leaders will admit and deplore this confusion, but i¢ must 
be said that they do little to put an end to it. On the contrary, 
they often encourage it, and one sometimes has the impression 
that they begin to believe it themselves. 

The propaganda has not had much success. Thanks to 
economic distress and Soviet tactlessness, the Communists are 
unpopular in most of Eastern Europe. ja and the 
mountain areas of Jugoslavia are important exceptions.) But 
except in Czechoslovakia, opposition to them is negative. The 
opposition leaders—for example Petkov, Grol or Mihalache— 
wish for political freedom and friendship with the Great Powers 
of both West and East, and have no desire to abolish social 
reforms, But their followers like the rank and file of the Com- 
munists, oversimplify, and make up in passionate hatred what 
they lack in understanding. All who stand in their way are 
“ Jewish scum” and “ Moscow agents,” while their own material 
interests are equated with a crusade of Christianity against 
Bolshevism. Their enthusiasm for Western values is recent, and 
has less to do with Shakespeare and Leonardo than with the 
atom bomb. : 

The ehances of genuine democracy, combining social progress 
with political freedom, were never very bright in Eastern Europe, 
but to-day they are rapidly dwindling. Czec ia alone 
offers hope, but between the Truman. Doctrine and Moscow’s 
new counter-offensive who can say how long she will stand? 
Inevitably the two Great Powers attract to themselves their 
jackals and whet their appetites. Whether they be Communist 
or neo-Fascist, the demagogue. and the police tough are confident 
that the future belongs to them. their nations be 
doomed, they will at least enjoy a little brief authority, Their 
only concern is to place in advance upon their rival the blame 
for the catastrophe which each side equally holds inevitable. 
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Poland’ S Foreign Trade 
[By A SPECIAL CORRESPONDENT]. dhs 


Last week, an Anglo-Polish agreement on trade between the two 
countriés for the next three years Was signed in Londom. Great 
Britain is to-export to Poland goods tthe, amount of £35 ie 
raw materials and other goods valued at £20 million nit 
equipment at £15aillion,. Poland is to export to Great. Baa 
feod, furniture, chemicals, etc,,. to, the amount of £2 

The Polish exports. will, increase frompycar to, year, a 


amount-to £§million in the first year, to £8 million, a the 
second and to.£10 million in the third. "The conditions..of  pay- 
ment for goods exported from this country have been fixed as 


follows: Polish buyers will pay. in cash. 40 per cent of the price 
of ordered gogds.on placing the order, 20 per cent on. delivery 
and the remaining 40 per cent jn. three annual jpanlencait ig whe 
credits extended to Polish importegs come under the Export 
Credits aie Out of the totak,turnover an adverse balance 
of £12 million will arise for the Poles which will be covered as 
follows: £2 million from the Polish gold deposited here; 
£1,500,000 from Polish assets in this country and {£800,006 from 
deliveries of Polish coal in the course of the first year. The Poles 
will also receive raw wool worth £1,500,000 instead of the surplus 
army supplies that were allocated tothem. Thus the actual credit 
from which they wili benefit will amount ‘to over £6,000,000. 

The Angio-Polish agreement is one of a series of trade agree- 
ments that Poland has concluded or is still negotiating with the 
Western countries—Sweden, Norway, France, Switzerland, Italy 
and the countries of Latin America, It is only now, in the third 
vear after the armistice, that Poland has been able to resume 
trade links with the West. In the previous two years Polish 
economy was still engulfed by the post-war chaos to an extent 
that made the resumption of trade very difficult. The unsettled 
political relations betwen the new Polish regime and the Western 
countries was also.an obstacle to the renewal of commerce. Under 
such conditions Poland’s ade was done mainly with Russia, as 
can be seen from the following table: 


PoLanp’s ForEIGN TraprE in 1946* 
(In. Millions of U.S. Dollars) 


Countries Import Export Balance: 
TOS. RisGi .c8.. OVE. 2 86-8 53-8 — 33-0 
Soviet Zone of Germany Tel 73 + 0-2 
Swedet=saksisswies. Kad 16-6 22-4 + 5-8 
Denmark 0. 6s<iss vw 2-5 6:5 + 4:0 
Pre ay 0:9 2°6 + 1-7 
VUROUIAVEE. 5. ce 5 ee oe 0-9 1-1 +.0:2 
PiueAEY so. i eT SS 0-9 1-8 + 0:9 
Roumaniia.’?. 2 0-3 0-8 + 0:5 
Switzerland. J. i Ss .4... 0-8 3-1 + 2-3 
Frangpigibas . 003.4 6 is 5-7 + 5°7 
Finlan@ sissn- «xs «+ sa6' - aa 0-4 + 0-4 

aria cintithon sone on sae 0-2, + 0-2 
AUStTia 0. + + ee 0-4 0-8 + 0°4 

Tome; eet “i 117-2 106-5 10-7 


| ‘s Snihly‘aa bo None ey, 


It is chatueetauaic that Polish official statistics of foreij aes! 
ere most often calculated in Attieritan ‘dolfats. | Russia - 
is looming so large in eastern European trade’ the wOutTe has not 
ng the international... _ standard of value inside 


was seer half the pre-war level, but, because ve ted ai in a Bae . 
its voliifi¢e was eis Jp all, inypo 
cent camerfromt Russia ‘53 per cent of aft Tae wek ‘0 | 


Russia. Over gary ert) the Russiafi Shafe in Poland’s | 
trade has steadiby-tletréased. In‘ Jartuary, 1946;niedrly 87 per cent 
of all exports went to Russia a 83 per cent of all imports came 
from there. The balanceoof the trade was adverse to the Poles 
to the tune of $33 million, which was the virtual loan in goods 
advanced by Russia to Poland. As the result of a recent agree- 
ment, the Russian share will farther decrease, because-the Poles | 


quotas of coal to Russie—six and a-half instead of thirteen million 
t@ns in each of the next fowr years: But the 'Rtissian share in 
Poland’s exports decreased much more quickly than ‘if its imports. 


will have to deliver only 50 per cent of the originally stipulated . 
i 
wi 


For most essential grey we raw materials and oil—Poland ° 
ttadle pol towards Poland | 

Russians have | 
West. The - 
réduction of the quotas of ‘coal to be deliv ered to Russia has | 


dépends on Russia. So far Russian 
has been quite liberal... On the 
also encouraged: the Po' 


ors ale With 


ate Rewer err ” RS oR Rabe PAPI SAMO, 2 RR OIE ROE RE Pte, Bo 


Silly 0 Ge ceo meee 


ON I I AE ty LD 


THE ECONOMIST, June 14, 1947 


ven the Poles a, bigger export surplus to be diverted 10 the West, 
in addition, the Pies have been enabled. to draw on Russian 
gold-to the amount.of $29 million for the payment of capital goods 
and raw materials which they may buy in hard currency countries, 
As the Russians themselves have so far been very in using 
their gold reserves for their own needs, this loan appears sur 

prisingly generous, 

Plt is iad ceenntecieiniabeadte the past.year Polénd’s trade with 
the other countries of eastern Europe was less than its trade 
either with Sweden or with France or even with eastern Germany. 
It is nevertheless very probable that in the next few years 
regional trade between Poland andthe, rest of, eastern Europe 
will be developed on a more systematic basis. ‘The Poles have 
already negotiated commercial treaties with Czechoslovakia and 
Jugoslavia ; and trade with each of these countries has been 
planned for five years ahead. ‘The turnover between Poland 
and Czechslovakia is to amount to $200-300 million over the 
whole period and the turnover with Jugoslavia will not be much 
Iess. The idea is now canvassed in Warsaw that Poland and 
Czechoslovakia could jointly fill the trade vacuum left in the 
Balkans after Germany’s collapse, an idea that had been propa- 
gated in a different political context by Poles and Czechs in 
London at the time when President Benes and General Sikorski 
produced their still-born agreement on Czech-Polish federation. 
It is now apparently realised that at least in the near Guture 
Russia, absorbed in its own reconstruction, will not b¢ able 
to fill the Balkan economic vacuum.’ This gives ‘the western 
Slav nations the chance to expand in the Balkan markets. For 
two reasons the idea appears to be more realistic now than 
during the Sikorski-Benes ‘negotiations. After the detachment 
of the Silesian industry from ny, the common Polish-Czech 
potential in heavy and manvufacturing industries is probably big 
enough to serve, under favourable citcumstances, as the basis 
for a rational exchange between industry and agriculture and 
manufacturing and primary production in the Danubian basin. 

Whether such ambitious plans will succeed; depends on Poland’s 
as well as Czechoslovakia’s own ‘industrial re-equipment, This 
again depends on their trade with the West. In the longer run, 
too, a regional Eastern European and Danubian trade association 
will not be self-sufficient. Its links with Russia will be very 
close, but this need not eliminate trade with the West. An 
expanding and planned regional economy, if it were not governed 

purely» strategic .co s, would tend to increase the 
demand for a wide sange of foreign goods, some of which Russia 
would not be able to supply. In both Poland and Czechoslovakia, 
some of the industries’ needs and consumers’ tastes would best 
be served by goods from. the ‘Western countries ; and the cutting 
out of trade with the West would entail a relative lowering of 
eA of living. 

Fido are still highly tentative. The immediate 
otis a Paiemsnr by the following table, which shows the 
per s of the various categories of goods in Polish imports and 
exports in 1946 :. Mae} 
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G> LONDON To FLYING TIME 
ws Amsterdam ! hr 20 mins 
A Athens 9 hrs 5 mins 
A Brussels Ihr 20 mins 
3 Copenhagen 3 hrs 20 mins 
® Geneva 2 hrs 35 mins 
ae Gibraltar 6 hrs 25 mins 
S Lisbon 6 hrs 15 mins 
* Madrid 4 hrs 35 mins 
Oslo 4 hrs 15 mins 
Prague 3 hrs 30 mins 
Rome 5 hrs 30 mins 
Stockholm 4 hrs 55 mins 


These services are operated by Vickers Vikings 


THE KEY TO EUROPE 
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BRITISH EUROPEAN AIRWAYS 


Reservations and enquiries throu cipal travel agents and at Airways Terminal 
Swi Telephone Victoria 2323 Saeumeas Northolt Middiesex . Siwarte 













Photography’s 
‘TIME 


This ‘Kodak’ high-speed ciné 
tamera stretches split seconds 
ito minutes, enables events, 
Wer in a flash, to be easily 
observed. Locating faults in high-speed machinery . . . testing 
tdtop-forging hammer . . . the action of a shuttle in a loom... 
tis for such purposes that the high-speed camera is being 
wed in industry. Movies can be made at 3000 frames a second 
“with the film streaking through at 120 m.p.h.!_ By showing 
Mich movies at the normal 16 frames per second, time is 
‘magnified’ nearly 200 times and valuable data is often obtained. 


lon thes camera helo your tindustrial production P 


> WRITE TO KODAK 


kOdaK LTD « DEPT. £.526 © KINGSWAY * LONDON + W.C,2 





ie i 


a 


Piha AAITTTT oz te 
MWe 
/ “i 
SS 
|| 


pe 


THE BEST KNOWN TOBACCONIST 
IN THE WORLD 





TOMORROW IN 
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The new AGSWON “WO” six cylinder 
*Sheerline’ styling, luxurious equipment, deep-seated comfort, 
supreme performance — that is the new ‘110’, the finest Austin yet 
produced. Your local Austin dealer will confirm its excellence with 
more detailed information. But not until you have tried this new 
Austin yourself will you be able to appreciate fully the many fine 
qualities inherent in the design of this distinctive car. 

SHEERLINE ‘110’ Saloon as illustrated above £1,000 plus £278. 10. 6. Purchase Tax. 


Also available as the PRINCESS ‘120’ Sports Saloon, with individually built coach- 
work by Vanden Plas, and a more powerful engine, £1,350 plus £375.15.0. Purchase Tax. 


AUSTIN -you can depend on itt 


THE AUSTIN MOTOR CO LTO © LONGBRIDGE o BIRMINGHAM 
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THE BUSINESS WORLD 


China’s Debt Problem 


HE creditor fallen on hard times rarely gains much sym- 

pathy or satisfaction. Britain has sold or pawned the best 
of her overseas investments, and desperately needs every 
pound of overseas income. But she finds herself in the un- 
grateful position of having to turn to countries even more 
seriously affected by the ravages of war for something on 
account. Such a country is China, whose sterling obligations 
exceed {60 million, on which, with scarcely an exception, 
coupons and drawn bonds have not been met since well before 
the European war. By that time, China had been resisting 
Japan for tyro years; the “China Incident” dragged on into 
the Pacific war, and not until eight years after did China 
again know peace of a sort. Lesser people than the Chinese 
would have thrown up their hands in despair at the appalling 
destruction and strain of those years ; but instead they bent 
their energies to new tasks of improvisation and, be it added, 
to new wastes in civil war. It would be unrealistic, no doubt, to 
hope that China might squarely face the question of the sterling 
debt at a moment when its economy is racked by inflation, 
political confusion and administrative incompetence ; if Britain 
has to reconstruct, China has to rebuild almost from the founda- 
tions of a peasant economy, and to embark once again on the 
nascent industrialisation of the "thirties. 

In these circumstances, some promise of economic and 
political stability is necessary before even tentative discussions 
would be worth while. China has meagre foreign exchange 
resources ; its import requirements, were the means of payment 
available, would be almost boundless. Even the harshest 
creditor would recognise that this is a case in which the debtor 
needs time in which to pay. On the other hand, there is a good 
case, before the financing of China’s post-war reconstruction 
is finally agreed, for “ writing into the record” the extent of 
British financial help in the past ; the sacrifices made in 1936 
(and since) by British bondholders to assist China to recover 
from an economic crisis which American silver policy two years 
earlier had done much to exacerbate ; and the inequity of 
any move to displace British claims in fayour of other countries 
which are, fortunately, able to provide China with new finance. 
Like the test of the world, China now looks to America and 
Canada for funds ; the Export-Import Bank has recently granted 
$664 million, while Canada is furnishing a $60 million loan 
under the Export Credits Insurance Act. There was also a 
rather vague promise of much more substantial aid from the 
United States ; when the capital of the Export-Import Bank was 
increased, $500 million was earmarked for China, on certain 
conditions, in the period-ending ‘this mohth—but this project 
must be presumed to have lapsed. The two loans. recently 
granted, however, represent about half of the nominal value 
of China’s outstanding sterling debt. Britain cannot at present 
compete in this financing field; it lacks both the financial 
resources, and the export capacity to translate them into real 


terms, which China so desperately needs ; but Britain is no less. 


entitled to recognition for past assistance to China. And the 
need for such recognition is underlined by the fact that; accord- 
ing to a recent study by Mr Arthur N. Young, a well-known 
authority, US wartime credits totalling $45 mitlion (secured on 
commodities) and the balance of US credits granted ‘in the early 
thirties, have been repaid, Only a part of the credits granted 


through the British Export Credits Department have been 
repaid. It would obviously be advamtageous if the principal 
creditors and new lenders—the United States, Canada and 
Britain—could agree to act, if not actually in concert, at least 
only after consultation. A joint committee would be valuable. 

An accompanying table gives particulars of the present 
sterling obligations of the Chinese Government. These total 
£60.9 million, of which rather over one-third is secured, directly 
or contingently, on the Customs Revenue. The table shows 
the extent of the reorganisation of the railway loans in 1936, 
which formed part of the bondholders’ contribution towards 
the clearing of the financial jungle in China during the middle 
*thirties. At that date, arrears of interest on all sterling loans 
totalled more than {£17 million, and, of the £6 million odd 
representing the railway loans issued wholly or partially in 
London, nearly £5 million were cancelled. For three of the 
railways (Tientsin-Pukow, Canton-Hankow, and Canton- 
Kowloon) interest arrears at the end of 1935 totalled 
£5,880,000 ; the whole of this amount was absorbed by can- 
cellation of arrears or by reduction of future interest. To-day, 
the extent of default on interest on the sterling debt as a whole 
is over £33 million; as for principal, £22 million is affected 
by default. Obviously, there is no hope—immediately at any 
rate—of meeting all these claims ; in any case, they have accu- 
mulated over more than a decade of war and disturbance, and 
China has a strong case for seeking their abatement. 

Several factors have changed the nature of the British bond- 
holder’s security since 1936. There was, formerly, no better 
covered obligation than the Chinese loans secured on the 
Customs Revenue. Before the Chinese Treasury law of 1938 
was introduced, the Inspector-General of Customs had a free 
hand in the disposal of the funds collected by his staff, and 
the prior charge security of the Customs Loans was effectively 
recognised by the direct transfer of funds to meet their service 
by the Inspector-General to the paying agents. This is no 
longer the case. The Law of 1938 requires that payments 
of Customs duty must be made directly to Treasury officials 
stationed at each Customs House, and the Customs officials, 
themselves, have no say in their disposal. The old system 
worked admirably, but it had become incompatible with the 
rational aspirations of the new China. But tradition dies hard 
in China, and it still appears that, although Customs duties 
are paid direct to the Treasury, the Customs administration 
still makes its book entries to cover, notionally at any rate, the 
requirements for service on the various loans. These entries, 
of course, are in Chinese national currency, but they appear 
to be made at the pre-war rate of 3d. to the dollar. The bond- 
holder may dismiss this as a matter of empty form, and indeed, 
counting the credit is not the same as collecting the cash. Yet 
it may eventually be of some use, when the future of the 
Customs loans is being negotiated, to have these records avail- 
able. Recent collections of the Chinese Customs give little 
guide to the position when trading and financial conditions in 
China ‘become more normal. On paper, the Customs are 
flourishing, but it is literally paper,. based. on. inflated prices. 
Colléctions ‘last year ate thought to have amounted to about 


330 billion Chinese National dollars, of which: Shanghai con- 
tributed over 90 per cent. For the ‘Currént year, the budget 
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figure is C_N.$620 billion, but severe restrictions on imports 
to conserve exchange have led to some falling-off in revenue. 
These changes inf administration’ will have to be recognised 
in a future settlement. But they are changes in 


jonger makes the payments for the loan service, but that does 





Cuingsgs GOVERNMENT STERLING LoaNs 





| Due Date | Dee Date | 
- | oftast | oflast | 
standing | Drawing | Coupoa Remarks 
it ad | Pad 
é 4 ; 
Chinese 43% Gold Loan 1898 | 2,990,425 | | March 1, | March 1, | Secured on Customs Rev 
i 1939 | 1939 | 


—_——— 








Chinese 5% Rly. Loan 1899 1500 | sg Ave. ge 
Shanghai EF a es iin 2,784,000 see | ah eee 
Loan 1 19% 
Do. Net Profit Sub-Certs. 580,000 Oct. 12, | Entitled to 20%, of ; 
1934 wht umté 1953. The 
nese Goyt. may repay 
at £20 Sub-Cert. 
Honan Riy. Loan 1905... 475,700 | July 1, July 1, | Arrangement of 1936 for 
1937 1937 signees outstanding 
re by i In- 
Gidea to 23% 
a <- 1936-38 « with 
contingent increase to 
5%; .. thereafter. 5%, 
Non-interest bearitig scrip 
issued for 1/5th interest 
arrears ; rest cancelled. 
Do. Non-Interest Sterhng 44,615 ied oa 
Funding Bonds 1938 
Canton Kowloon Riy. Loan | 1,101,500; June 1, June 1, | Scheme of 1936 to repay 
1907 1938 1938 outstanding principal by 
1986. Sateen eobanatte 
Do. Non-Interest Sterling 122,265 ae one 
Funding Bonds 1938 
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Chinese Gold Loan 1908 .. t ieee on Salt Revenue. 


Tientsin-Pukow Riy. Loan 
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Hukuang Riys. Gold Loan june 15, 
i9ll 1925 1938 outstanding principal 


Secured on Salt Revenue. 


Secured on Salt Revenue 
and on Customs surplus. 
Service was in fact paid 
from Customs for many 


years. 
Issued in Brussels. Ar- 
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Bat at the least it should providé—and it is also the least that 
bondholders may fairly expect at this stage—a regular state- 
ment of Customs collections, the sums segregated for the debt 
service, and the sterling available for interest and amortisation. 
As for the railway loans, a major operation will be necessary 
to rectify the wounds of war. If the British railways are “a 
poor lot of physical assets,” how would Mr Dalton describe 
the Chinese railways? In 1937; China had about 11,000 kilo- 
metres of single track, mostly of standard gauge. During the 
war, some of these lines were completely demolished, either by 
the Japanese or by the Chinese “ scorched earth ” policy, though 
nearly 3,500 kilometres of new railways were built. Indeed, 
the Chinese Ministry of Communications claims that nearly 
10,000 kilometres of line are in operation, but many stretches 
are open only for intermittent traffic. The most important 
lines have suffered such extensive destruction and lack of main- 
tenance im the last ten years that it could not be otherwise. 
Limited operating, slow speed, rails worn and of mixed section, 
improvised fishplates, sleepers decayed, and signals non-existent 
—that is a fair summary of the present position of the Chinese 
railways. In detail, the position is this: 
Shanghai - Hangchow - Ningpo. — Demolished between 
Chientang Bridge and Ningpo. 
Chektang-Kiangsi.—Demolished except for 60 kilometres. 
Canton-Hankow.—102 out of 119 major bridges destroyed ; 
three through trains in each direction. weekly, taking six days ; 
track has been restored by timber bridges, improvised fish- 
plates and spikes. 
Nenking-Shanghai-Hangchow { Net stety, damaged, but 
Peking-Tientsin iain : 
Canton-Kowloon.—Extensively damaged, temporarily repaired 
to provide through service, but in a precarious condition. 
Peking-Hankow 1 Sections of both railways in hands of 
Tientsin-Pukow { Communists. 


In 1943, a former Minister of Railways estimated that US 
$100 million would be required for rebuilding destroyed lines 
and completing partly finished lines, and that another $350 
million would be required for a ten-year programme of equip- 
ment atd rehabilitation. To-day, those estimates would be 
very greatly exceeded, and China will need considerable 
assistance in men, money and materials from abroad—largely, 
in present circumstances, from America. The Chinese authori- 
ties have paid much attention to the railways since the end of the 
war, and they have achieved miracles of improvisation. To 
have restored :a through service on the Canton-Hankow line is 
itself an astonishing achievement. They have also regrouped 
the railways into ten separate systems. So far, however, there 
has been silence about the future position of the bondholder. 
At the end of March, the chairman of the Hongkong and 
Shanghai Banking Corporation admitted that there was little 
hope of action to deal effectively with the Chinese debt until 
the currency and political situation had been cleared up. Mr 
Morse then proceeded: 
However, there would be. general satisfaction if. the Chinese 
Government were able to give some public assurance to bond- 
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943 
holders that the latter’s rights, as established in the bonds. they 
hold, will be maintained and will not be vitiated by the various 
government or semi- governmental loans and credits which have 
been concluded in the past year. Representations have, in fact, 
been made recently w the Chinese Minister of Finance about 
these matters and about the re-establishment of te Loans 
Service Committees, which were set up as part of the settlement 
of the railway loans in 1936 and 1937. 
There is reason to believe that these representations have been 
of a friendly and informal character and the reaction of the 
new Minister of Finance to them will be awaited with interest. 
As an earnest of good intentions, the recunstitution of the 


«‘ Bottlenecks ”’ 


R HERBERT MORRISON’S reminder last week about 

the need for collection of salvage, especially of paper, may 
have come as a shock to some local authorities. But the appeal 
is opportune, for Britain appears to be heading towards yet 
another crisis—a shortage of containers and packing materials. 
It is true that this may not affect the public directly or imme- 
diately ; the effects may be felt only indirectly, or some time 
hence—for example through the export trade. But especially 
since the fuel crisis, the shortage has been causing grave con- 
cern to many industrialists and planners, particularly in the con- 
sumer goods’ industries. Nor should this be regarded as a minor 
or localised problem: In many industries containers and pack- 
aging are as vital as a key constituent of the product ; a bottle- 
neck here can be the limiting factor of output by causing a 
stoppage of the whole flow of production. 

The need for containers in modern life is so ubiquitous that 
they ate generally considered as an integral part of the product. 
In the huge development of the canned food industry the im- 
portance of the “can” is obvious. But who thinks of tooth 
paste or shaving cream without mentally including the tube or 
jar? Admittedly, these are particularly striking examples, but 
they illustrate forcibly the effects over a very wide range of 
commodities, many of them in vital categories, of the develop- 
ment of marketing technique in recent years. Few foodstuffs are 
nowadays (or at least were before the war) sold loose over the 
counter. The milk-bottle has replaced the jug ; the newspaper 
has given place to cartons, grease-proof paper or transparent 
cellulose wrappings, This is not a mere question of habit ; nor, 
with very few exceptions, are containers mere refinements im- 
posed on society by a higher standard of living—a luxury which 
became established by clever advertisement. In the case of 
many perishable foods, they are clearly the indispensable 
means of bringing a large supply over great distances and of 
spreading the distribution both geographically and temporally. 
In other instances they are vital to the safety of the product, or 
in a hygienic sense, of public health. And, almost everywhere 
they are* ased to-day, they are essential to smooth running 
of the distributive channels and economic handling of the goods. 
The severe wartime restrictions on the use of wrappings and 
containers eliminated all, or nearly all, of those of a secondary 
nature, which served only “ brand,” good will or quasi-luxury 
purposes, as well as many which ministered primarily to con- 
venience, whether of wholesaler, retailer or consumer. There 
has been some. relaxation in this sphere since the end of 
the war, but, on the whole, still only the more or less essen- 
tial wrappings are permitted. 

This, then, is the setting of the problem. The impending 
crisis has been threatening since the beginning of the year, 
when container manufacturers had to reduce output owing 
to shortage of coal. During the shut-down period, food manu- 
facturers and distributors, coming within the priority class, were 
allowed to continue functioning, but the manufacturers of con- 
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Loans Service Committees would make a particularly favourable 
impression, These were set up for certain railways before the 
war, with Chinese and foreign members under a Chinese 
chairman, expressly to meet the objection that loan agreements 
negotiated under the Empire contained stipulations which ip. 
fringed China’s sovereign rights. They were quickly swept 
away by the war, but not before they had proved themselves 
to be a valuable link between the railway administrations and 
the bondholders. Their restoration now, coupled with a general 
statement of policy on the sterling debt, would be a valuable 
step forward in the long march towards Chinese recovery. 


in Containers 


tainers were not. In some imstances serious dislocation was 
averted only by the granting of special permission to certain 
manufacturers to restart production. Since then, in spite of 
every effort to make up the loss in output, the position has re- 
mained far from satisfactory. And it may be. many months 
before the threat of crisis has passed. 

The extent of the dislocation and loss that would be caused 
if the shortage of containers developed so seriously as to cause 
a breakdown in supplies can be readily indicated. Already, 
large quantities of exports are being held up until sufficient 
packaging material can be obtained for shipment, and certain 
industries are experiencing similar difficulties on the home 
market. Foodstuffs, particularly the welfare foods such as orange 
juice, cod-liver oil, national dried milk, etc., have been given top 
priority for containers and packing material. Tobacco, cigar- 
ettes, medical stores, building stores and Army equipment also 
appear to be included in the priority category—without any 
order of preference having been allocated. Radio equipment, 
electrical appliances and similar goods come well down the list, 
but they equally require containers, and on the export side the 
need is urgent, Vacuum cleaners, to take a case in point, need 
careful packing with adequate materials if they are to be usable 
on arrival at their export destinations, The authorities, with good 
reason, have requested that orders from the food trades should 
be fulfilled, “ if necessary by making reductions to other users.” 
They suggest that savings in the vital materials could be 
achieved by using some other form of packaging—the authozi- 
ties, apparently, have prudently refrained from attempting to 
specify what other forms exist—or by ensuring a higher degree 
of “returnability.” But many containers are “ expendable,” 
designed to be used once only. If damaged containers are re- 
used, transport companies may refuse to handle them for fear 
of claims for theft and pilferage. In practice, therefore, the 
priority for the food trades means.that, while food supplies are 
protected, other commodities, both for the export and the home 
market, will be held up until a larger output is available. 

The shortage of tin-cans is likely to be more than temporary. 
A large part of the output of the tin-plate mills is allocated to 
the Ministry of Food, which controls its use not only for home 
supplies but also for export. The total quantities shipped over- 
seas are relatively small and, in any case, releases are generally 
conditional upon the sale of the relevant foodstuffs to Britain. 
For example, tin-cans are sent to Eire so that condensed milk 
can be shipped to Britain. The petroleum industry is probably 
the second largest consumer of tin-plate containers, but its pro- 
portion of the total is far less than that of food, so that the 
scope for relieving the food categories at the expense of other 
users is small. The basic problem, however, is the limited tn- 
plate capacity in Britain, and no great increase can be ex 
until the present old-style mills are replaced by the new com 
tinuous-strip type. Output of the South Wales mills 
some recovery in 1946 over the previous year, but it was still 
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insufficient to meet requirements. As with many other indus- 
ties, there exists a shortage of labour, workers being reluctant 
to return to the tin-plate mills, which were largely closed down 
under the wartime concentration scheme ; but the introduction 
of a short working week has had positive results upon recruit- 
ment. The new plants are not expected to be in full opera- 
tion for five years. 

Little if any relief can be expected from external supplies. 
The major producer is the United States, which is covering 
only 65 per cent of its domestic requirements. As soon as the 
American allocation system is terminated, which it is expected 
to be this month, what little quantities have hitherto been ex- 
ported will probably be diverted to the American market unless 
the business recession develops to curtail home demand. In any 
case, if the tin-plate could be purchased from the United States, 
the problem of dollar expenditure would arise. Another possible 
source of supply is Germany, where there are some good strip 
mills that could be restarted and possibly fed on Belgian billets. 
Such a policy would help to relieve the difficult position in 
Britain and at the same time save dollars. 

tt 


The position of fibre-board containers is no better than that 
of tin-plate. Here, however, capacity presents no real problem ; 
the production of containers is conditioned almost entirely by 
the supply of raw materials. Kraft liner boards are either manu- 
factured in Britain or imported from America, Canada and 
Sweden. Although these sources of supply all happen to be 
hard currency areas, the limitations upon supplies arise mainly 
from physical rather than currency factors. In Sweden, output 
has not yet recovered to pre-war levels, although in trade circles 
it is known that quantities could be purchased there. In the 
United States, domestic demand has been’ so strong as to oust 
foreign customers. - In the last month, however, for the first 
time since the war, the output of American mills is reported to 
have surpassed the requirements of the converters, thus pro- 
viding a possible exportable surplus. Should the American 
business recession gather momentum, domestic demand will no 
doubt decline still further. The other main raw material for 
fibre-board containers is best jute liner board, which uses up to 
60 per cent waste paper. It is here that domestic salvage be- 
comes of crucial importance, and the drop in paper salvage 
returns since the end of the war has had a noticeable effect on 
output. Local authorities have been unwilling to collect paper 
salvage, and in any case the dustmen generally refuse to Keep it 
separate from the general waste, so that large quantities of this 
much-needed raw material are lost. 

It has been said that, given effective operation of the priorities 
of containers for the food trades, the shortage is not likely to 
make itself felt in this most vital sphere of all. But this appar- 
ently reassuring fact is itself the unhappy consequence of the ab- 
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normal winter. The coal shortage aggravated the shortage of con- 
tainers and packaging, but the winter’s ravages in agriculture, and 
especially in dairy stock, are now showing themselves in a re- 
duced demand for cans. Output of national dried. milk, con- 
densed milk and the like in the first four months of this.year was 
considerably smaller than was at first expected. Had the earlier 
expectations been realised, a really grave situation in containers 
for. food would have now been imminent. The peak demands 
for canning of peas and other vegetables and soft fruits now 
meet the peak demand for canning of milk. . But for the losses 
in yield from dairy herds, the-crisis would have come to a head 
in this early summer, and planners would have faced the in- 
vidious choice of whether to can peas or fruit or milk. As 
it is, the general consumer will get his peas, but ‘the infants will, 


- willy-nilly, get reduced supplies of national dried milk. 


It is in this sense only that the container crisis is not a crisis 
in food. But the food demands have not eased enough to assure 
the position of other industries. The ceal effect will be, and is 
being, felt in those industries producing consumer goods, 
whether for home or export. In many cases the packing stage 
is made an integral part of the production process. The whole 
organisational scheme is set to a certain pattern ; many factories, 
for example, dispense almost entirely with facilities for storage 
of the finished product because their production lines flow 
direct to the transport loading bays., In such cases a lack of con- 
tainers involves, almost inevitably, a general stoppage in produc- 
tion. Even where storage facilities are available, containers are 
still required, since many products cannot be stored without 
being packed. Good examples of such products and types of 
production are electric light bulbs and toys, both of which have 
an important and increasing export market. It would be inter- 
esting to know the extent-to which the export drive has been 
hindered through a hold-up of shipments due to a lack of 
packaging materials ; ft is thought to be considerable, even 
though exports are, after food, given priority for tin containers. 


The “container crisis” is a real threat ; although, if its im- 
pact is mainly on exports, its effects may for a time be con- 
cealed from the public. But the ultimate loss, in terms of dis- 
location of supplies and a probable wastage of dollars, may be 
severe, whether the direct effects fall mainly upon home or 
export deliveries. In the planning stage, containers must be 
considered integrally with the product. Of what value is it to 
allow new factories and new industries to start production if 
their products cannot be shipped except at the expense of ship- 
ments from established firms? An expansion in the output of 
cartons could no doubt be achieved if there were adequate 
returns of waste paper. It may even be necessary to spend some 
scarce dollars to buy materials. But while the shortage per- 
sists, the greatest need is to ensure adequate co-ordination and 
a careful weighing of the priorities, at the planning level. 
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Business Notes 


Tidying up the Finance Bill 


To all who had not pitched their expectations too high, the 
cutcome of this week’s Committee stage of the Finance Bill 
should seem quite reasonably satisfactory—with the one striking 
exception that there has been no progress on the vexed question 
of the Bonus Issues tax. ._ The Government held fast to all points 
of principle—it would have been unrealistic to expect it to do 
otherwise—but on many lesser points useful ground has been 
gained. A quite unusual crop of Governmental promises has been 
sown. On the wider plane, it is cheering to know that Mr Dalton 
hopes eventually to rais¢ the earned income relief to a higher 
proportion than the one-fifth which obtained seven years ago.. 
And, in detail, the most important of this year’s tax innovations 
—the distributed profits tax—now promises to work more 
equitably and less frictionally than at first seemed likely. 

On this issue, the Opposition assailed the whole principle of 
taxation which falls differentially on .risk-bearing investors, but 
must obviously have been well aware that its plea would find no 
echo in Mr Dalton’s heart; it failed even in its attempt to get 
preference shares treated on the same basis as loan capital. But 
on a wide range of miscellaneous points it secured undertakings 
either from the Chancellor or from the Solicitor-General—who 
in the all-night sitting on Wednesday was particularly tractable 
—to “look again” at the drafting before the Report stage. The 
most important of these undertakings relates to the treatment of 
the proceeds of share premiums on the winding-up of a company. 
The Opposition sought to ensure that distributions eligible for 
treatment as capital will be limited not (as in Clause 29 (1) at 
present) simply to the amount of the company’s nominal paid-up 
capital, but to that amount plus accumulated share premiums. 
It would certainly be consistent with the principle of the tax, 
as explained more fully in a Note in these columns on May 17th, 
if this concession were. granted—but presumably it would be 
limited to premiums received after January 1st last. Other pro- 
mised concessions include proposals to extend from six to nine 
months the period after the end of a financial year in which a 
dividend relating to that year may be declared; to abate the 
tax liability of interest on unpaid War Damage claims, and to 
clarify the definition of what constitutes a “ distribution,” with 
particular reference to reconstruction schemes and mergers. 

The one clear victory for the Opposition was in the matter of 
the anomalous Clauses 14 to 18 relating to retirement benefits, 
the curious implications of which were criticised in these columns 
last week. Captain Crookshank’s attack was commendably 
restrained, but none the less effective. It was quite obvious, 
from the Chancellor’s response and his undertaking to study the 
whole matter afresh “with members opposite,” that he per- 
sonally had not appreciated the implications of the proposals. 
Finally—though most unsatisfactorily—the tax on Bonus Issues 
seems to have emerged from discussion almost in its original 
form. The debate occurred in the night session, so that con- 
sidered comment must await the appearance of the relevant 
Official report ; but it appears that the Opposition’s broadside 
has had no perceptible effect. The Government, it is true, had 
itself introduced an amendment to Clause 50, but this appears to 
have done little more than assimilate the wording to Stock Ex- 
change terminology, by ‘substituting “ Letters’ of Right” for 
“Rights.” It is still no easier to see precisely how the tax 
will be calculated as in the circumstances the City Spokesman in 
the House did good service in asking the Chancellor to consider 
an arrangement whereby the amount of the tax would be com- 
puted and communicated to the company concerned in advance 


of the share issue. é 
* * 2 


Sterling Talks 


With the rapid approach of July rsth the time table for 
FONE SEN Oe eane Ee arenes be- 


coming 
pleted but no formal agreement has yet been announced. Those 
with Uruguay are proceeding sati ily. Arrangements were 
leted with the three Scandinavian countries during the visit 
e Se ee nT ne tate itals concerned, 
t the terms agreements yet to be made public. In 
oll tise cases the " expendability.” of current earnings of sterling 
Ww assured, 


The Egyptian delegation has been in London for some days, 
It had its first meeting with the British negotiators on Friday of 
last week and since then much preparatory work has been done 
and the actual negotiations have begun. The most, interesting 
comment on these particular discussions is a statement attributed 
to the Egyptian Minister of Finance and suggesting that Egypt 
may use her freedom to dispose of accumulated sterling between 
now and July 15th in order to switch part of the funds in question 
from low interest bearing short term securities to higher yielding 
stocks. There is, of course, no reason why such transfers should 
not be made and in some respects Mr Dalton may be grateful 
for the support which such operations would bring to the market 
for longer term gilt-edged securiti¢és. But there appears to be 
some Jack of realism in the assumption that any sterling so trans- 
ferred will be treated differently from that left in more liquid 
form. Such securities bought with pre-July rsth sterling would 
remain blocked and the amounts involved would have to be 
taken into account when calculating any writing off or “ adjust- 
ment” that may be . Any undue exercise of the 
present freedom with which accumulated sterling can be invested 
would, admittedly, have an undesirable effect on the interest 
burden represented by these debts and if it occurred on a really 
substantial scale it might call for some defensive move on the 
part of Britain. 

The discussions on the Indian sterling debts have been post- 
poned as a result of the immersion cf the Indian ministers 
concerned in the political problems which require their whole 
attention. One aspect of the political separation of the country 
which immediately impinges upon the sterling debt discussions 
is the splitting up of the ownership of the accumulated balances 
between Hindustan and Pakistan. The problem, in turn, is 
merely part of the wider question of the currency regime that will 
operate in the two separate Dominions. There are hopes that a 
common currency may be maintained and that the Reserve Bank 
of India may continue to serve the whole of India as central 
bank and issuer of currency. This would facilitate the solution 
of the separation problem as it applies to the accumulated sterling 
balances. 

a * * 


Transport Bill Concession 


Viewed realistically, the significance of this week’s proceed- 
ings on the early clauses of the Transport Bill at the committee 
stage in the Lords—the political aspects of the Opposition’s tactics 
ate discussed in a Note on page 927—lies less in the three 
Government defeats which the lay press has spotlighted than in 
a voluntary concession from the Government. In the Commons, 
the Minister seemed to have set his face absolutely against any 
increase in the size of the Transport Commission, and was equally 
determined to avoid defining whether its five members should be 
whole-time or part-time. On Monday, however, Lord Addison 
accepted an amendment extending the membership to “ not less 
than four members and not more than eight,” excluding the chait- 
man, who, with at least four members, will serve whole-time. 
Evidently, the Government had done some hard thinking on the 
merits of the case; a committee of five, as has been forcibly 
argued here in the past, would have been dangerously small for 
the exacting and complex functions it will be called upon to 
fulfil, lacking both elasticity and the capacity to work in sub- 
committee. The concession represents a welcome and solid gain. 

Unfortunately, the sam€ cannot be said of the changes made 
by a majority vote. They were* certainly’ improvements of the 
Bill; but amendments on major points that are forced through 
the Lords in the teeth of Government opposition are obviously 
unlikely to survive the return trip to the Lower House. An 
amendment was carried which transfers from the Minister to the 
Commission the power of appointment of the Executives—a@ 
change which would-do much to save the Commission from the 
invidious position that is inherent in the Government plan. Bu, 
for that very reason, it would undermine the main line of policy 
eee roush oe wile scheme, an extreme extension of 

principle inist responsibly ibility. Reaffirming that policy, 
the Government is determined to retain the right of appointment, 
But if, on the Bill’s return to the Commons, the original pro- 
vision is likely to be restored, so that the strength of the Com- 
mission may be menaced from below, the Government has at 
least promised restraint in interference with it from above. On 
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the important question. in Clause 4, of the scope of the Minister’s 

rs t0 give directions to the Commission, Lord Addison gave 
an undertaking that the powers will be used sparingly—whatever 
that may mean, . 

The second issue on which amendment was forced upon the 
Government was also fundamental—it would restrain the Minister 
from giving to the Commission any directions which would pre- 
yent it from paying its way. The Government tied to represent 
this as “ unnecessary,” on the ground that Clause 3(3) lays down 
that the Commission’s revenue shall be “not Jess than sufficient 
for making provision for the meeting of charges, properly charge- 
sble to revenue, taking one year with another.” But what the 
Opposition feared was precisely that the financial limitation im- 

by this clause might not be held to circumscribe. the 

inisier’s power to give directions, and that in consequence a 
chaotic conflict might arise. Certainly, the possibility of such a 
dash would not be inconceivable if the two clauses had to be 
construed separately, and a rate structure duly worked. our and 
approved might be hopelessly. undermined. If the Government 
were to seek demonsirably non-economic or uneconomic objec- 
tives, unrelated to the efficiency of the transport system as a whole, 
itis plainly desirable that the issue should be forced to a decision 
in. Parliament. The amendment seems to have put the matter 
beyond doubt ; it is greatly to be hoped that, in essence at least, 
it wil! survive. 

The other defeat for.the. Government was on an amendment 
to exclude the docks from the authority of the Docks and Inland 
Waterways Executive—a move designed, in conjunction with an 
amendment still to be considered, to leave with the Commission 
the power to review their activities. There is much to be said 
for keeping the docks under the general supervision of the Com- 
mission without tying them too rigidly to any one particular 
Executive in the initial period of the new transport set-up. ._Lord 
Swinton was on firm ground in arguing that the Commission 
will have its work cut out in any case during the formative years 
without bringing in the docks ; these could later be brought under 
i direct control under the Commission as circumstances might 

te. 


* * ¥ 


Russian Trade Negotiations 

The trade discussions with Russia which were opened to- 
wards the end of April on the occasion of the visit to Moscow of 
Mr Harold Wilson, Secretary for Overseas Trade, have stalled 
for the time being owing to the Russian demand for a re- 
negotiation of the 1941 civil supplies credit arrangements. Under 
this agreement some {£100 million of goods were supplied to 
Russia against 40 per cent cash payment and 60 per cent credit, 
the credit to bear interest at 3 pez cent and 10 be repayable over 
seven years. The deliveries under this agreement gave rise to 
some disputes, particularly on the question of pricing and qualities, 
and when the whole matter was reconsidered in 1946.on the 
gecasion of Mr Marquand’s visit to Moscow, certain concessions 
were made to Russia. Most important of these were the allowance 
aia discount of 13} per cent.on the price, of goods still to be 
delivered under the agreement and the reduction of from 3 to 
2 per cent in the rate of interest on the credit outstanding, 
mamely about £55 million. The whole matter was again re- 

ned when Mr Harold Wilson recently visited Moscow and 
Mr Wilson had no authority to negotiate on this subject 
it was understood that satisfaction of certain Russian demands 
would be a condition of satisfactory trade relations. 


These 
demands, which have this week been considered by the Cabinet 


in London, are that the rate of interest be reduced to } per cent— 
which, according to the Russians, is the “ right rate among gentle- 
men”—and that the period of repayment be extended over sixteen 
= The only question under consideration is the revision 
the terms of the outstanding credit. So far as can be 
there is no question of fresh credits being granted. Any trade 
Which may develop between the United Kingdom and Russia as 
‘result of the discussions now under way is expected to be of 
‘sentially compensatory character, and no subtantial overdraft or 
ine of credit will be allowed to develop either way. If it does, it is 





to the Russian demands 

probable that the commercial negotiations as such will be 
umed in e long. 
Be: * * * 
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each week since the beginning of the five-day week, will no 
longer. be published. Only the usual monthly output figures will 
be available in fuwre. It is true that when the weekly: figures 
were first issued the Minister said that they would be published 
for only four successive weeks. But the decision to suspend them 
now will none the less create an unfortunate impression. The 
informed public had begun to follow the weekly trend with an 
interest almost reminiscent of the daily count of enemy aircraft 
losses in those crucial weeks in the late summer of 1940. Cer- 
tainly, an almost equal. cencern is justified, and more people 
than the Government perhaps realises already recognise it. 


Figures of coal production and ‘stocks have indeed achieved 4 
certain notoriety over the last few months. ‘The conflicting 
statistics quoted at the time of the fuel crisis and the difficulty 
of interpreting the summer coal allocation figures for industry, 
to say nothing of the notorious, unpublished “ November quota ” 
which serves as the Official starting’ point for all published 
percentage figures of industry’s coal allocations in 1947, all 
predispose the public to suspicion in approaching coal statistics. 
Only full. and, frequent figures, in a form which becomes well 
recognised and therefore understood, can restore confidence that 
the true position is being disclosed. 

The timing of Mr Shinwell’s announcement has not, in any 
case, helped to remove the unfortunate impression that the 
Government is more anxious to conceal than to reveal. The last 
published weekly figures embraced the Whitsuntide holiday, and 
were heavily down. ,» to add to the confusion, Mr. 
Shinwell announced a “new” coal one target—or at least a 
new “ interpretation” of the old one. He is reported as having 
said at Cardiff that to reach the 200 million tons target for 1947, 
average weekly production must reach 4.14 million tons from 
now until the end of the year, The i arithmetic average 
weekly requirement is about 3.9 million. The “new” figure 
presumably allows for the fall in weekly output which may be 
expected during the holiday period and relates to the higher 
average output which must be achieved in the remaining weeks 


.of the year. But the Minister did not say so. Nor did he show 


any real confidence that the post-holiday output will reach the 
new weekly objective—though obviously trying to appear opti- 
mistic, he referred simply to the prospect of well over 4 million 
tons weekly. The weekly figures exist—in more detailed form 
than has yet been revealed—and the public seeks to know what 
they - What good reason can there be for refusing publi- 
cation 


* * * 


TDRs and Gilt-edged .- 


The resumption of maturities of Treasury deposit receipts 
after an interval of seven weeks has afforded the authorities an 
opportunity of reducing further the outstanding total of this type 
of floating debt. This week the authorities resumed TDR borrow- 
ings, with an issue of £60 million, but the amount required of the 
banks was some {10 million less than the £66 million of their 
corresponding maturities, so that there was a small net repayment. 
The money market is hoping that this represents a continuance of 
the policy, which since 1945 has been pursued whenever oppor- 
tunity offered, of switching the emphasis in floating debt. borrow- 
ings from TDRs to Treasury bills. I; is true that the clearing 
banks’ holdings of money markets assets—-Treasury bills and call 
money-—have risen to very high levels by contrast with their 
experience during the war ; even the ratio to deposits, which at 
one time was as low as 6} per cent, has recently been restored 
to the relatively normal level of nearly 20 per cent. But in May 
(the complete figures were published in the. Records and Statistics 
Supplement last week) the combined total of bills and call money 
dropped by rather more than £54 million. Were this wend to 
continue, the elasticity of the banking position would. be con- 
siderably impaired, whereas, in view of the sharply rising trend 
of bank advances, there is need for much greater elasticity than 
during the war, when most of the iti deposits which 
accrued to the banks were automatically employed in Government 

iti i another. Except at times when the “ tap 
issues of bonds were flowing strongly, the counterpart of rising 
bank deposits was generally to be found in TDRs, It would be 
logical, therefore, to assume that if the trend of deposits is now, 
turning downwards in consequence ofa reduction in net borrow- 
ings by the Government, the Treasury’s repayment of debt should 
taka Glace tn: TDR: rather then’ ie CHK” oe eee 
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It would perhaps be unwise, however, to assume that the 
towards budgetary equilibrium necessarily means 


952 


a declining trend of deposits is assured. In the past few months, 
as The Economist pointed out last week, the downward impetus 
may have been offset by see borrowings for undisclosed 
purposes ; if it were true that these borrowings reflected accumula- 
tions of dollars on the Treasury account in New-York, the eventual 
spending of the dollars would tend to accentuate’ the downtrend 
of deposits. On the other hand, the coming discharge of the 
sterling debt to Argentina will involve: a corresponding in- 
crease in British Government borrowings from the domestic bank- 
ing system, since the UK floating debt which is at presen: held 
by the Argentine authorities will in effec: have to be taken up at 
home, and obviously will not be absorbed by the former holders 
of Argentine. rails who will be the Sere of the resultant 
cash. 
* * « 


Preparing for Argentine Repayment 

If ¢he Argentine share-oun proceeds according to plan, these 
influences may be expected to make themselves felt in the carly 
autumh, when they are likeiy to on with the first steps 
by the ‘British authorities to for the situation which is 
likely to arise in the gilt-edged't next year: At this stage 
it can hardly be doubted that the issue of compensation stock 
under the Transport Nationalisation Plan will be the signal for 
selling on a scale which will require substantial official operations 
if a reasonable equilibrium is to be maintained. 

Obvionsly it is impossible 10 make precise forecasts at this 
stage, but it does seem that in the’ second half of this financial 
yeat these and other special opefations will provide weighty off- 

fluences. against the effects. on bank of the 
improved pesition: of the ordinary. budget. In ‘the .circum- 
stances, an appreciable ¢xpansion of the effective fleating debt— 
that is, the portent of the debt held outside official quarters— 
seems probable in this period, and, in view of the need to minimise 
the préessute on the gilt-edged market, it is reasonable to assume 
that Treasury bills will carry a larger: share of the burden than 
they have generally done in recent phasés’ of”: borrowing. 
lf the banks were-fareed to take Jarge additional lines of TDRs, 
they would be likely to be correspondingly more réluctant to in- 
crease therr holdings of gilt-edged—and, in’ the absence of a 
tap issue, there would be no possibility of converting TDRs imo 
gilt-edged. On the other hand, if the finance is obtained by bulls, 
the elasticity ‘which the banks obtain front a liberal holding of 
money market asséts ‘will: give them at least an opportunity te 
expand their investment portfolios further if they so desire. 

If the authorities really are seeking all possible technical devices 
to ease the problem of gilt-edged management in this prospectively 
difficult phase, there is one further point which ought not to be 
overlooked. Earlier this year there was a:good.deal of discussion 
of the way in which flexibility of the moncy market might be 
improved by standardising the currency of Treasury bills at 91 
days, i.c. an even number of weeks, imstead of the present system 
of three calendar months. The experience last month, when the 
uspal dislocation was caused through the effects of the “ lacking 
days ” in February, has drawn attentivn again to the unnecessary 
friction which is occasioned in the market by reasorr of the absence 
of this quite simple reform. If there ts a prospect that rhe bill 
issue is likely to be appreciably expanded in the avtumn, 2 system 
which will ensure a more even balance between maturities and 
payments day by day will become more than ever desirable. 
Certainly the 91-day Prestbury bill is a logical corollary to the 
rationalisation of the short loan mechanism which was achieved 
by the ending of bank window-dressing. “The samie is true of 
another project, of which less has been heard, for a 182-day 
Treasury deposit receipt. 


* * 2 


International Bank Bonds 


Preparations are now being made at the headquarters of the 
International Bank for Reconstruction and Development in 
Washington, and at the New York office which it has recently 
opened, for the imitiat bond issue of the bank to’ private in- 
vestors. The intention is to make an issue of the bank’s own 


Vidieg the rescore fram sae’ ciel oaase agus a 
not be specified, and it is possible thar the bonds may be on tap 
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interest of slightly over 3 per cent with bonds maturing over 
a period of 30 years. The difference between this rate of interes; 
and the 4} per cemt charged to France is explained by the 1 per 
cent guarantee fund commission which the bank is compelled to 
charge on all its loans. It has already been widely suggested 
that this guarantee fund commission is too high and that if it is 
adhered to it will make bank lending too expensive, thus en- 
couraging only borrowers whose intention to repay and meet 
theie obligation cannot be rated too high. If a change is to be 
made in this respect there will have to be an alteration in the 
articles of agreement of the bank. This may well be a matter 
that will come up for discussion at the second annual meeting of 
the governors, for which active preparations are now being made 
in London. The meeting will take place in September, in the 
building of the Institution of Civil Engineers. 

The only interesting recent news from the International 
Monetary Fund is that this institution is devoting some atten- 
tion to the problem of free gold markets and of the operation of 
monetary authorities in these markets. One of the obligations 
undertaken by members of the IMF is not to sell gold at prices 
other than those indicated by the eat parities of their cur- 
rencies. This obligation has repeatedly been breached. Mexico, 
for example, makes a habit of selling gold coins for export at an 
appreciable premium. Certain central banks in Western Europe 
are suspected of operating in their own black market for gold 
by selling coins in order to reduce the premium on gold, hoping 
thereby to underpin confidence in their currencies. The prac- 
tice has gained sufficient amplitude and notoriety to justify some 
investigation and perhaps action by the IMF. 


® 2 * 


Higher Steel Production 


Both pig iron and steel output in May showed an improve- 
ment on April, but both were lower than in May, 1946. The 
May production figures issued this week by the British Iron and 
Steel Federation show that weekly average production of pig-iron 
was 141,900 tons, compared with a weekly average of 139,200 tons 
in April and 1§1,200 tons a year ago. Steel ingots and castings 
last month averaged 243,900 tonsa week; compared-with 236,40c 
tons in April and 261,900 tons im May, 1946. The Economic 

“hoped ” that the steel output for 1947 would reach 
the level of 1946. There was a wide gap, however, between the 
annual rate of output in May and the ‘annual rate a year ago— 
F2,684,000 tons compared with 13,679,000 toms in May 1946. 

According 1o the Federation, the May figures. stilb reflect the 
effect of recent fucl limitations.- Unfortunately, with a coal 
allocation based on last: summer’s consumption, -there is lntle 
hope of a spurt in output which might close the cumulative gap 
between the level of production in 1946 and the performance s0 
far im 1947. shoe 
° 2 e 


Brazil Tightens Import Control 


Some perturbation appears to have been, caused by. the 
recent announcement that Brazil had tightened the machinery for 
import licensing and that at the same time gommercial banks in 
that country had been requested “to offer to the Bank of Brazil 
30 per cemt of the foreign exchange they purchase from their 
customers. The surprise caused by these developments springs 
largely from their ming, in particular from the fact that they 
tollowed the sterling agreement under which Brazil’s currem 
accruals of sterling were given the rights and privileges of in- 
clusion in transferable accounts. In fact, this sequel is far from 
paradoxical. When the full details of the agreement with Brazil 
have been published, it will no doubt be found that accumulated 
sterling has been subjected to some form of funding, 
current accruals of sterling will, of course, be freely expendable 
and iransierable for current purposes. The point to note is that 
henceforth sterling will be a decidedly harder currency for 
Brazil than it has been im the past, for "Brazil will be deprived 
oS ithe aie: 4 pneletle. ar ea to draw ins accuse’ 

neces ro finance eter requirements, Is, toget 
wth the dwindhng dollar reserves at Brazil's disposal, explains 
the extension of the export licensing system that was. announced 
this week. Since ‘Wileie 5 Sk esa powtinn: 6 Deel 
operates similar selective restriction. of ee of 


Brazil’s decision do not comé very, appropriately from this country 
As for the requirement that the commercial banks sell part ft of 
their exchange receipts to the central be it mérely reverts to 
the position that obtained ‘until about a year ago and sink iphey the 
procedure followed im Britain and many other 


countries. 
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_ Recovery in Rayon 


The rayon mills have weathered the fuel crisis better than 
most industries. February was a bad month, bur the fall in 
output was largely concentrated on the smaller continuous fila- 
ment producers. By the end of April, production—taking the 
continuous filament producers as a whole—had recovered almost 
to the level of January. According to the Customs and Excise 
returns, total rayon production in April was 15.9 million Ib., 
compared with 16.6 million in March and 13 million in February. 
The slight setback in April, which included the Easter holiday, was 
due to a fall in staple fibre production from 7.5 million Jb. to 
6 million, a decline only partially offset by increased output of 
continuous filament, which improved from 9.1 million Ibs. in 
March to 9.9 millions in April. 

Total rayon production is now above its pre-war peak of 15.1 
million Ib. a month. Average monthly production in March and 
April was 16.2 million Ib., compared with 18.5 million Ib. in 
January and 172 million Ib. in the last quarter of 1946. 

The wide range of uses to which rayon is now put is. shown 
in an analysis of rayon deliveries to user industries published in 
last week’s issue of the Board of Trade Journal. A summary is 
reproduced below. 


RAYON YARN AND STAPLE FispRE DELIVERIES 
(January to March, 1947) 














Rayon Yarn | Staple Fibre 

Th. tb. % % 

Weaving... .4..c000 10,776 42 Cotton Spinning .... él 
ee ER -F 3,241 13 PE eg sen ges j 7 
Warp knitting ....... 2,381 gy tee aes 23 
Industrial (Tyres, etc.) 3,969 16 ate ih 2 ee aids bo i 2 
Miscellaneous ....... } 2,017 8 Silk i Os Whe. I 
Exports as yarn ..... | 2,960 12 | Exports as staple fibre 16 

Nighinneenindlll Ssteeatinminplaningdil —— 
a ee 35,344 100 | 21,337 | 100 
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Weaving accounted for over 40 per cent of total continuous 
filament yarn (rayon yarn) deliveries for the first quarter of 1947. 
Industrial purposes, which include the coarser deniers now used 
in tyre manufacture, occupied second place—above deliveries to 
either the hosiery manufacturers or the warp. knitters. Cotton 
spinning naturally took the major portion of staple fibre output 
(§1 per cent). Rayon is now used for a large variety of purposes 
in the textile trades and in industrial uses, not only as a sub- 
stitute for natural fibres but also as a yarn with its own 
distinctive qualities. The final abolition of the 6d. per Ib. excise 
duty should increase the field of rayon’s uses, but its ability to 
take advantage of this relief will depend on the availability of 
coal supplies. A cushion was provided for falling production in 
February by drawing on stocks, but output for the rest of this 
year will be much more dependent on regular coal deliveries. 








* * * 


Saar Currency 


The French Government has this week announced its inten- 


_ ‘tion to proceed to an exchange of currency in the Saar territory, 


which as from June 15th will use the Saar mark instead of the 
German reichsmark. The exchange of currency is to be effected 
at par. The move is admittedly made to facilitate and prepare 
for the eventual complete economic fusion of the Saar territory 
with France ; it anticipates a second currency conversion opera- 
tion, namely from Saar marks into French francs. A provisional 
tate of exchange of 12 French francs to the Saar mark has been 
fixed but how ephemeral this figure must be is evident from 
the complete uncertainty with which the prospects for both marks 


and French frances must be viewed. For the former only a 


drastic surgical operation can secure any remnant of acceptability 
ay vale.’ "Tine beck tte ol-etcs ni “ciesatinns have been dia 
up but still await quadripartite agreement, which means that they 


may have to wait a long time before being realised. As for the 
franc, every day that passes in France, every incident of the labour 


Situation, indicates the piecemeal disintegration of the expérience 


Blum with its att to secure a prices stabilisation. A 
hrs devaluation of the franc appears, , to be ultimately 


itable. The only questions that arise are what will be the 
Most propitious timing for this operation and what will be the 


yepwopciase Yate to which to devalue. Both questions will have 


submitted to the International Monetary Fund. They are 
ey the subject of study by the experts of that 
tution. 
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June 
The first long days of midsummer bring thoughts of 
travel. Whether you ate beginning to plan your 
holiday or wheter you feel*that now would be an 
appropriate time for that long-deferred business trip, " 
preparations have to be made. The Midland Bank 
is ready to assist you with the services of experienced 
specialists in exchange matters, by obtaining your 
foreign currency and by providing travellers’ cheques 
and letters of credit which are readily encashable 
abroad. With an unrivalled reputation overseas, 
this Bank has thousands of agents throughout the 


world who are at all times ready to assist its customers, ’ 


MIDLAND BANK LIMITED 








954 
‘World Linseed Prospects 
In spite of the development of substitutes, the world linseed 
oil position is still causing anxiety. Flax.is grown over a wide 
area, but its primary purpose is or fibre. In Europe a “dual 
purpose” variety hasbeen been cultivated for some = but the 
seed yield is sull rather low. About three. quarters.of the world’s 
output of linseed, whi¢h in ead sapelion only 110.5 million: bushels, 
is accounted for by tina, the United States and .India—in 
order of importanee,- g. the war, Sor the emphasis upon 
foodstuffs, the acreage of limseed declined.in both Imdia and 
. Argentina. In the United States, on the other hand, as in Canada 
. and the United Kingdomyit was omer rapidly inthe early 
years of the war, and in, spite of a _si reduction since 1943, 
it is still above the pre-war level. ‘The low 1946 world output— 


een nl ae A ae RE ae 






about 20 per cent below the pre-wat—was m to smaller 
yield, althowgh acreage was also nearly. 2¢ pees Jag than jn pre- 
war years. Full details are given in sue of the 
Records and Statistics Supplement. 

According to the United States Deger: t of Agriculture, 
prospects for 1947 are good, and, Y output, of linseed 
shouldbe" substantially, above the. Im Canada the 
acreage is expected to show a 67 per cent increase, stimulated by 


a pfice increase of $1.75 to. $5.00 per bushel. for No. 1 grade. 
In view of the difficulty of diverting acreag from other crops to 
linsees this.is regarded. as satisfactory, although below: the target. 
In thé United States, with-a support price 0f\$6.00 per; bushel for 
No, ¥ seed, Minneapolis basis, prospective acreage 1s.Jo per cent 
Above. that for 1946. With the i lateness >of the season, 


farmers may.even plant jitisecd on ground intended for wheat, - 


P articularly as teports,suggest a recofdwheat crop this year. The 

ludian cropis expected to be below average, bub:am-export quota 
of some 27,000 tons of linseed oil, to. meet the International 
Emergency Food Council's ‘allocations, has beert established for 
5947-48. : 

In Argentina there is, little prospect of increased acreage unless 
the Government amends its policy fowards the farmers, who were 
dissatisfied with the 1946 price. Last year’s acteage.of 4.7 ‘million 
acres was, with One exception, the smallest since the. carly 1920's, 
and output qwas also affected by, lociist damage and wet harvest 
weather. In November, 1946, the Government reduced the price 
of linseed to’ the growers. from $2.65 to $2.27 a bushel, at the 

same time raising the export price. Putchases of linseed oil made 
by the UnitedKingdom andthe. United. States for delivery in 
1947 were concluded-at-between.40 and-31 Cents a Ib. (equivalent 
to about £170 per ton), compared with 25 cents in 1946 and 9} 
cents in 1945. 

The hope of increased linseed supplies, therefore, lies mainly 
in the American output. Domestic consumption in Canada is 
expected to be under 10 milliofi bushels, $6 that there may be an 
exportable surplus. The United States, if the hoped-for 
increase in output materialises, will at jeast “be ‘a-Tess significant 
purchaser in the world market, and may also be in a position 
to furnish additional supplies. ‘Although ‘the quantities involved 
will mot be. sufficient to cover world requirements, they. may be 
just adequate to counter the present Argentine policy. 

& * *x 


Coal for Building Materials 


By the end of April, production of building materials had 
made a notable recovery from the low levels of February, There 
is no feason to suppose that this progress has not continued. But 
output of certain, key materials in April was still well below that 
for last October, the best month, in most instances, of 1946. The 
extent of the lag, as at end-April, behind last autumn’s production 
levels is indicated in the tabie below. 


PRODUCTION OF Bo LLDING MATERIALS ; _MONTHLY. Propvc TION 








Asbes tos | ‘ 
Bricks | Ceanent Cement ! Masters, (Rainwater 
ind | | Geceat | iso board nee Goodst 
(mn.) Th, ne (Th. n_ tons) “(th. np) (Th. $q. y yd), (Th. tons) 
October, °46......... | 442 | 3,830* A oat 
Jannary,"@T 19.20..0) ° ST8 9 <3 = i ees 3,424* 6-19 
February «... +) ssi. a i ‘> 46-0 | 1,598 4-13 
Mate 05 i. 25-9 | 44:8 | 2.780 6-93 
April. Sb. au AO ich SOO of7 Me fy STAIR 7-08 
Pi BR _ Source : Monthly D digest ‘of Statistics nn ors 
“Five wevkspériods! °°} Taclalles cast irda and sleel, alathinitem dnd bébedtos cement; 


asbestos cement output is for 5 week periods in January and April. 


The building material industries are now in the summer coal 
allocation! j Their * now and November, 
before autumn brings flooded clay and chalk pits and before 
they face the as $ yet P unpredictable effects of next winter's Coal 
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allocation, is vital for this year’s housing programufie.: Sir Stafford 
Cc ipps, when he announced the summer Coal allocation for 

stry generally, promised special treatment’ for "the building 
material industries. Their coal allocation; he said, would not 
be based on last summer’s Consumption. ‘An allowance would 
be made for ‘their eee expansion ‘in output’ Ir now 
appears that all producers of building materials will. in effect 
recéive each week ‘the equivalent of’ theit average weekly con- 
sumption in the period May to October, 1946." In addition, the 
Ministry of Works has been given a block allocation of addi- 
tional coal for allocation to firms which have expanded output 
above the level of their’ average production last summer. The 
effect’ of this increased allocation will be; nominally, to provide 
this group of industries with 85 per cent ‘of the: coal they would 
have needed to achieve the output (after slight adjustments) 
required to meet the o housing targets. -But in practice 
the effective allocation may be slightly better than this, owing to 
the way in which the supplementary allocation can be used. The 
Ministry of Works will no doubt be able to give preference to key 
industries, such as cement, and to others using’ small amount 
of coal per ufit of output, such as the Flettons brickmakers. 
Again, there will be scope for the Ministry in making its alloca- 
tions, to have regard to the scale of production and efficiency of 
different firms. 

On paper, at least, the net effect appears to be that the build- 
ing material industries as a group will, in the matter of their 
summer coal supplies, fare rather better than most other in- 
dustries. The crucial test in maintaining the flow of materials 
and housing components, however, will be the success achieved 
in obtaining actual delivery of the coal at the right works or 
factory at the right time. 


¥ ¥ ¥ 


Coal-to-Oil Conversion in Perspective 


The Minister of Fuel and Power announced last week that, 
for the time being, further authorisations for conversion from coal 
to oi firing will have to be suspended.. When present plans are 
completed, which Mr Shinwell hoped would be in the middie of 
1948, total consumption of fuel oil will be at the rate of seven 
million tons a year, compared with 1,960,000 toms in the year 
ended April, 1946. This additional five million tons a year should 
represent am annual saving: of about eight million tons of coal. 

The advantages of a change-over from coal to oil where sucu 
relatively small savings in coal are involved clearly depend upon 
the chances of achieving conversions rapidly at key points in 
ihe industzial process.. Even a few hundred thousand tons of 
coal. are worth saving by importing fuel oil from, Middle East 
sources if they stave off another. fuel crisis this coming winter. 
The February fuel crisis underlined the significance of marginal 
coal supplies, . Kmcouragement of conversion at such strategic 
points by the installation of standard types of equipment has been 
a keynote of official policy. 

But it was inevitable,that a halt would kave to be called before 
long. The shortage of materials, especially of steel, for both 
plant and storage capacity has become increasingly acute. To 
limit the programme now is obviously wis, if to do so will ensure 
delivery by not later than the middle of 1948 of, equipment. for all 
schemes so far approved; there was.a danger that the limited 
supplies of oil-burning appliances, too, might outstrip supplies of 
t is now clear that most rapid 

rogress has been made in converting steel capacity, Mr R. M. 

one, of the British Iron and Steel Federation, recently estimated 

that as much. as 1.8 million tons of coal a year might be saved 
by conversion schemes already approved. * 

When. supplies of materials and the. capacity of the oil industry 
itself make further authorisations of . conversion, feasible, the 
longer term problems will deserve closer study. By then. it. may 
be possible to, estimnate’ from. the Pa 8 of coal production and 
Noyes costs just how far British, ind should be encouraged 

permanently dependent impor supplies. But 
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“Inquiries into Building Costs grate tge, At 


Three committees Le tits Sabha it was ce 





4c he Hameo Feat weak week, to exercise a conti continuous review of housing 
costs. The first two will keep house-building costs under review 
in England and respectively and make , 
tions. ve the. same terms of reference for 


The, third will 
enquiring into costs of bu ding canettals. 
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These terms of reference are wide enough to give the com- 
mittees a broad purview of house building and its ancillary in-. 
dustries. But it is difficult to see how they can do much more 
than record facts of a kind that are already well known and 
make recommendations on isolated instances where economies 
might be obtained. It is true that the housing costs committees 
ae likely to disclose large discrepancies in building costs between 
diferent areas,. But since they must regard the available build- 
ing labour force, the price and the flow of buildings materials to 
sites and the shortage of qualified staff in many Jocal authorities’ 
administrations as fixed—at least in the short period—the scope 
for constructive recommendations cannot be very great. 

The committee on building materials prices is in a similar 
position. In this group of industries, many important factors in 
cost are already determined by official policy. Most of these 
industries are large users of coal. Their level of output and 
sis now depends on the amount of coal they receive from the 
Ministry of Works allocation, its price and its ash content. Many 
firms are being encouraged to instal new equipment, and its cost 
when finally installed may vary considerably from original esti- 
mates. It will therefore be exceedingly difficult either to assess 
the trend of production and costs over the next twelve months or 
to gauge the effect upon individual firms of, say, overall reductions 
in prices. 

But to list the committees’ difficulties is not to argue that they 
cannot do useful work. There is persistent upward pressure on 
building costs at present both from the side of labour and 
materials. So long as that pressure continues there is a clear 
advaniage in having an organisation available which can main- 
tain an overall review of costs and prices. 


* * x 


Dock Labour in Transition 


The annual report of the National Dock Labour Corporation 
for 1946, issued at its meeting last week, is of particular interest, 
in that it coincides with the termination of the existing scheme 
and the beginning of the new national, permanent scheme for 
dock employment. The report covers the difficult period of the 
transition from war to peace—the period of decline from the high 
level of watitime earnings and uncertainty about the future 
organisation of the industry. Lord Ammon, the Corporation’s 
chairman, is outspoken in his comments about unofficial strikes, 
which caused the loss of more than 40,000 manhours during the 
year ; he condemns the “ unofficial and quite irresponsible leader- 
ship” of the strike instigators. His remedies—a more lively 
imerest by the rank and file in trade union branch activities and 
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greater confidence in the constitutional negotiating machimery— 
are, however, easier to prescribe’than to put inte Operation. ~ 
e chief function of the Deck Labour Corpe | in war- 
time was to ensure the maximum speed in the turn-round of 
ships, often under bombardment, This aim is hardly less impor- 
lant in post-war conditions, when delays in the’ clearance of 
cargoes may hold up vital exports: «The ion aimed at 
securing a balanced and properly distributed labour force, to 
achieve which apparently requires a minimum manpower surplus 
of 10 per cent. The labour conditions of last year were, however 
exceptionally difficult. Although some 5,000 men were’ dismi 
as redundant and 2,000 retired, the effect of demobilisation was 
to leave the industry with 600 more men at the end of the year 
than at the beginning—but with a greatly reduced volume of 
work. Art one stage in 1946, the Corporation was carrying 2 
surplus of 9,000 men, or about 2§ per cent of its total labour 
force of 37,00. This imposed an altogether uneconomic burden 
upon the finances of the Corporation ; it paid out £400,cco—or 
50 per cent—more in attendance money than in 1945. This was 
met only by calling heavily on reserves and by increasing the 
percentage levy on the wages of allocated workers, which added 
to the burdens of the industry, On the initiative of the Corpora- 
tion, a fact-finding commitree was set up by the Ministry of 
Transport, to try to adjust the labour supply to the likely require- 
ments at the main ports. The committee was able to agree upon 
the adjustments necessary, but not upon the means of making 
them, so that most of its findings have not been implemented. 
There will be general agreement about the ial, economic 
and administrative advantages of having a national labour scheme 
for the docks—Glasgow and Merseyside were excluded from the 
Corporation’s scheme. At the same time, it should be recognised 
that the National Dock Labour Corporation, forall its limitations, 
did good pioneering work in the decasualisation of dock labour 
and in the development of port welfare services in a hitherto 
largely casual and uncared-for industry. 


* * x 





Explaining the Stock Exchange 


City institutions have remained surprisingly aloof from the 
modern growth of “public relations.” ‘There is scarcely a large 
body in industry, the professions or labour which is not nowadays 
ready to explain itself, and if need be to defend itself. “The 
City ” has been under political fire for a decade or more, and it 
is increasingly called upon to cater for a larger number of cus- 


(Continued on page 956) 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
teports also appear in the Supolement : J. Lyons; British Electric Traction; Royal Dutch Shell Group; Clan Line; Odhams 
Press ; Amalgamated Metal Corporation ; British Insulated Callender’s Cables, 





Price, Net Gross 

June | Yieid,* | Yield,* 
ll, | June id, | June Li, | 
1947 | 1947 194 





7 j 












Priges, Last Two 
| Jam 2 June 12). Dividends 





as 








Name of Security 





High Low |@) O) &) 

















High | Low |} 
High | Low ! 9; | “Sither | <a 
| British Funds* bi a.| ali ‘0 id | mrencaeneendy A 1966-71. im | jo fa 8s 
8. cd. $. ad, } } rd be a 
Conversion 3% March 1, 1948-53 1024 es | § + a | 108 1 B Argentine 3)% 1972....... 101 10143 |3 8 1 
War Bonds 24% August 1, 1024 | 0 $11} 1 9 10) 142/- | 104 ¢} 50 ass amnialcee 26s... _ |) 133/8 127 318 5 
| Exchequer 13% Feb. 10lh | 0 9 5/1 611 || Jea/-| 118/1j| 159) 5 @ (Anglo-Iranian Oil £1 sae lees j, 188/9. | 158/9 | 210 4 
24% March 1, 1034 | 012 3/116 1 | 80/- /-| 10 ¢| 15 ¢ Assoc. Port.Cem, Stk fi) 18/- | T1/3 | 317 Be 
War Bonds 2 March 1, 103; | 015 8/119 2) 42/- Bs 25 ¢| 40 ¢ ||AustinMotor‘A’Qid, Stk S| 40/~ | 40/9 | 418 2 
nding 237% June 18, 195 1o4xd | 0.15 11/118 1 | 95/4) 79/6 | 7 | 7 6 [Barclays Bank Ord. ‘B'41../, 90/- | 88/3 | 3 3 6 
Bee % July 15, 1 105§xd' 0.16 11-| 2 2.9 |) 245/- | 197/6 | $20 b| t5 @ ‘Bass Ratcliff Ord. £1....... | 217/6xd' 213/9xd' 2 6 10t 
Loan 3%, Oct. 15, 1955- (017 4/2 311) Mom) w/o) 8 12 b [British Oxygen 1 .2..|| 109/44 | 120/74} 3.12 4 
Bante 54. Ang, § O18 9 2 $ 3] $872 on tbe § » | Courtankds a 41 gorsees| 4/6 | 52/9 2 16 19 
9 i 0 } lo c } 
area 1980. hl 248.1 3] a1 68/6 | 12 e| 15 ¢|\Dun Ravber Ont i347 3 
% May 1, 1960- 014 012 7 0| 53/-| 4/-| 3e| 7 : 311.3 
3% 1, 1960-70, 132713 9 a1 49/6 | 40/-| Me} 0 Cotton +s 0 
sas pak ae bb $]2an'3| te| us| des ora ao 
Bonds 3% Aug. i 4 $| 21010) e | 9 {d) 5 0 8 
after Dee. 1 950) 01611{/2 7 7'| 36/9| 33/-| 2a 419 
Wes Feb. 1, 013 8|2 8 5!) 64/6) 47/-| 8a 319 4 
totter Abe 1 Biiau 8 2/3 |" tah e ss 
(after A 
Mica Sa Su bee £538 31 102 | e| fal ry 
aatheee whieiume’ 1 811/212 8 i 81/3 b 215 3 
; | 1041/6 93/14] 15 « 3 810 
it 
eee SS 
© To earliest redemption, except § flat yield and assumed average life 17 years 6 months || (a) Interim, () Final. . a 
Met yicids after allovting tot tan of 90 GC . | Gants of 2h pee cxot. tres of income tak yield worked on 15 per cent, ree of Tam, 











956 
COMPANY MEETINGS E 
F. FRANCIS AND SONS, 
LIMITED - 
IMPROVED RESULTS 


The forty-sixth ordinary general meeting 
of F. Francis and Sons, Limited, was held, 
on the 11th instant, in London. : 

Mr John Ismay (the chaicman) said that 
the profit, including dividends from sub- 
sidiary companies, was up from £68,200 to 
£88,180. After making provision for taxation 
and payment of the final dividend of 15 per 
cent. the total of their undivided profits and 
reserves had risen from £73,043 to £86,257. 
They had retained over one-third of their 
profits in the business. Therefore the divi- 
dend, although an imcrease over the previous 
year, was still a conservative one. 

They were acquiring a controlling interest 
in Keighley Lifts, Limited, Keighley, Yorks. 
He was confident that the link-up of the two 
companies would be of great advantage. 
Although they were producing entirely dif- 
ferent articles there were many ways in which 
both the works and the sales departments 
could co-operate. The issued capital would 
be increased by 140,000 ordinary shares, and 
to pay the present rate of dividend on the 
additional capital would therefore call for a 
return of £7,000 a year gross. They had 
every reason to anticipate that the profits 
from Keighley Lifts, Limited, available to 
the company would far exceed that figure. 

Shareholders might ask perhaps why, as 
the company only required 140,000 additional 
new ordinary shares to complete the present 
deal, the board should ask for power to 
increase their ordinary capital by as many 
as 400,000 shares, the reason being that they 
wished to be in a position to take advantage 
if, and when, a favourable opportunity arose 
to extend further their interests. 

The report was adopted, and at a subse- 
quent extraordinary general meeting the 
increase of capital was approved. 


AULT AND WIBORG, 
LIMITED 


ACTIVITIES BROADENED 


The annual general meeting of Ault aad 
Wiborg, Limited, was held, on the 6th 
instant, in London. 

Mr Gerald Wellesley (the chairman), in the 
course of his s h, said: Our financial year 
included the disastrous months of February 
and March. This notwithstanding, the turn- 
over of our company and its subsidiaries has 
increased to such an extent that, despite a 
lower margin of profits on sales, the net earn- 
ings amount to £180,018. The directors re- 
commend dividends totalling 30 per cent. on 
the Ordinary stock. 


The board has always aimed to broaden 
the basis and widen the scope of the com- 
pany’s trading. Accordingly during the past 
few months we have acquired the entire 
issued capital of the following five com- 
panies: Associated British Cellulose, Limited, 
Allied Paints and Chemicals, Limited, Cecil 
Oliver, Limited, A. Learner and Company, 
Limited, and Wembley Paint Company, 
Limited, all of which are actively and suc- 
cessfully engaged in the production of paints, 
industrial finishes and metal decorating pro- 
ducts. We have also opened a branch of 
Ault and Wiborg in Northern Ireland. 


We are still faced with an acute shortage 
of raw materials, without which our business 
would automatically expand to a very much 
larger volume. Necessity, however, is pro- 
verbially the mother of invention, and our 
technicians have succeeded in producing 
satisfactory substitutes for many materials 
which we most urgently require. We con- 
tinue to press forward with the export side 
of our business, but here again we are find- 
ing ourselves continually hampered by the 
shortage of raw materials. 


The report was adopted. 
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APOLLINARIS AND PREST 
‘ARIS AND PRESTA, 


MR J. D. BROAD’S REVIEW 


The fiftieth annual general meeting of 
Apollinaris and Presta, Limited, was held, 
on the 10th instant, in London. 

Mr J. D. Broad, F.C.A. (the chairman), in 
the course of his speech, said: The year 
under review has again seen us operating 
under the Concentration Scheme for the Soft 
Drinks Industry, and our share of the profits 
has enabled us to make a distribution of 4} 
per cent. to our debenture stockholders. 

During the under review our Presta 
factories at , Yorks, and Colindale, 
Hendon, have been de-requisitioned. At 
Elland we were able to reinstate the plant 
and machinery within a short time, and 
deliveries commenced in October last. The 
reinstatement work at Colindale, however, 
was a much more difficult operation, and it 
was not possible to re-commence deliveries 
from that factory until April this year. 

We are not yet in control of our Apollinaris 
Spring and Bottle Works in Germany. 
Colonel Broad has recently been to Baden 
Baden and the Spring, and we hope that the 
fruits of his visit will result in arrangements 
being made whereby we can export 
Apollinaris and restart the bottle works. 

With regard to the Apenta Spring at 
Budapest, the position is very difficult, and 
recent developments are not encouraging. 

The sale of our Buxton Water continues to 
develop, and we have been able to obtain 
permits for export to various markets abroad. 

There is now some prospect of permission 
being obtained in the near future to import 
Vichy, Contrexeville, Evian, Vittel and 
similar French Waters on a quota basis. 

Our sales of Cyder have been well main- 
tained, despite a tendency to restrict sup- 


The report was adopted. 





(Continued from page 955) 


tomers of moderate means, instead of a smaller number of very 
wealthy clients, as a result of changing economic patterns and 
high taxation. The mysteries of banking, insurance and the Stock 
Exchange call for simple and informed explanation, first because 
the public which uses these institutions ought to know how they 
work, and secondly because il-natured, prejudiced criticism 
should be stifled to give fuller opportunity for worth-while im- 
provement and reform. 

These reflections are suggested by the appearance this week of 
a short, popular book on the Stock Exchange and its place in the 
modern world.* Mr W. T. C, King has written a lucid account 
of all aspects of the work of the Stock Exchange, which is 
designed to provide for the small investor and the lay citizen very 
much what “the Radio Doctor” provides for those who are 
interested in preventive medicine. In other words, the book is 
popular in style ; it explains how things work in the Stock Ex- 
change ; it is technical, where necessary, but always compre- 
hensible, and it is well produced and illustrated. It is, perhaps, 
a little delicate to divide the responsibility for its appearance 
between the author and its sponsors. Evidently it is an indepen- 
dent work by the author, but the fact that the Stock Exchange 
Council have formally subscribed to its publication suggests that 
Mr King’s views can be taken to carry the official endorsement 
of the Council. There is no reason for objection to this pro- 
cedure. The Council could hardly be expected to wield a collec- 
tive literary skill comparable to Mr King’s, and it might have 
some diffidence—though it would hardly be justified—in itself 
chiming the credit for the reforms which it has undertaken since 
1930. : 
For the general reader, perhaps, these form the most impressive 
section of the book. The Stock Exchange Council is, in legal 
form, an elected governing body of a private club, owing first 
duty to the interests of its members. But the legal form is widely 


"_** The Stock Exchange.” _B 
Council-of the Stock Exchange, 
Ltd. 84 pages. 5s. 





W..T. C. King. -Published for the 
by George Allen and Unwin, 


different from the practical fact. The Council’s primary interest 
nowadays is the protection of the investor. It has no statutory 
limits within which it must legislate ; its powers are wide, flexible 
and absolute—and, without doubt, more effective than the 
enormous system of regulations imposed by the Securities and 
Exchange Commission in the United States. The SEC was the 
American answer to the Wall Street boom and slump of the late 
"twenties. In London, it was the Stock Exchange authorities 
which undertook reform from within. Mr King, while not 
neglecting the need to describe the way in which the Stock 
Exchange works, has usefully underlined the wider functions of 
the market in safeguarding the investors’ interests, providing a 
free and fair market, and mobilising the nation’s savings into the 
most useful channels. These functions ought to be more widely 
enn and this book will certainly help in their under- 
standing. 


Shorter Notes 


The official forecast of the United States wheat crop suggests 
that this year it will be 1,410 million bushels. This would exceed 
last year’s record production by 250 million bushels. Of the 
total, winter wheat is expected to account for 1,093 million 
bushels and spring wheat 317 million bushels. 


x 


Statistics of the trade of independent retailers which have been 
published regularly in the Board of Trade Journal since October, 
1946, are to be extended. The panel of traders making returns 
has been widened to cover the following trades: drapery ; boots 
and shoes; hardware, electrical and radio shops ; bookse'lers, 
Stationers and newagents; jewellers and allied trades; motor 
and cycle dealers ; toy and sports retailers. The first of the new 
figures, which refer to January, February and March, have now 
been published. Sia oy 
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JHE ECONOMIST, June 14, 1947 


DUNLOP’ RUBBER COMPANY, > LIMITED 
MOST SATISFACTORY ACCOUNTS 
SIR GEORGE BEHARRELL’S ADDRESS 


The 48th ordinary general meeting of the 
Rubber Company, Limited, was 

held on the 11th instant in London, 
Sir J. George Beharrell, D.S.O., the chair- 


man, in the course of his speech said:— 


The accounts before you are in my 
opinion the most satisfactory and impressive 
ever submitted to a general meeting of this 
company. During 1946 the Dunlop organisa- 
tion throughout the world was engaged in the 

ss of conversion from war to peace, and 
in spite of many difficulties this was, on the 
whole, satisfactorily carried forward. 


THE PLANTATIONS 


When I spoke to you last year about the 
Plantations I gave you an indication of the 
immediate difficulties thar confronted us, but 
gid that looking further ahead I felt the 
estates would be able to render a good 
account of themselves. I am glad to be able to 
confirm this. The crop that is being harvested 
now exceeds the 194] rate of production; our 
most valuable business in the form of con- 
centrated latex has been re-established, 
shipments being now comparable in quantity 
and quality with those of 1941. 


This has not been achieved without care- 
ful planning, heavy expenditure, and the 
most strenuous work on the part of our staff 
in Malaya under the most difficult conditions. 


An outstanding factor in our recovery has 
been our progressive policy in delevoping 
large areas of rubber planted with high- 
yielding strains of buddings or clonal seed. 
Practically the whole of these mature areas 
survived the period of occupation with little 
damage and have, since tapping recommenced, 
produced at an annual average rate con- 
siderably in excess of 1,000 lbs. per acre. 

During the past year important develop- 
ments have taken place in the rubber markets 
of the world. I feel that we have now 
definitely reached the stage where the world 
tubber position can be discussed in a clearer 
amosphere—free from the effect of those 
@tificial restrictions which have so funda- 
mentally effected the world rubber’ position 
since the beginning of the war. The situa- 
ton is now tnder consideration by the 
International Rubber Study Group, whose 
membership is being considerably expanded, 
and it would be unwise of me to attempt to 
forecast the result of such international 
discussions, which, I feel, should be of vital 
mMportance to both producers and consumers. 

Study Group’s function is, of course, 
purely advisory. 


TYRE DIVISION 


Last year I expressed the hope that adjust- 
Ments to the tyre rationing scheme would 
permit a wider distribution. By October, the 
scheduled output of car covers was reached 
and output generally was at approximately 
per cent. of full normal capacity. This load 
Was held for only two weeks, when reductions 
Were necessary owing to difficulties in main- 
taming cord supplies. This, and the acute 
ge of some raw materials, particularly 
@tbon black, have restricted the industry’s 
Gutput, and tyres continue to be in short 
The unavoidable shut-down during 
the earlier part of this year accentuated our 
difficulties, but by skilled distribution we 
stcceeded in maintaining supplies to the 


Cycle tvre production reached an 
maximum, but here again output has 
fen restricted until quite recently owing to 
We are gradually reinstating the varie 
attractiveness of the normal ranges 
tyres, in place of the war-time oe 
md only the inadequate supply of a few 
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essential materials stands in the way of tyres 
being made readily available to all. - 


ALL TYRES SOLD 


You will understand that we sold all the 
tyres we could make, and in this connection 
you will be interested to know that the 
number of miles run by public service 
vehicles on Dunlop tyres was: greater in 1946 
than in any previous year of the Company’s 
history. 

Starting early in the year natural rubber 
became more freely available, and continued 
reconversion, from synthetic, to natural was 
made, until, by: the third quarter practically 
all tyres. had been changed back to natural 
rubber, 

Although .we maybe handicapped by 
shortages of material from time to time, this 


change has enabled the quality of our tyres — 


to. be improved, particularly in the giant 
range, and the tread life built into giant tyres 
has been appreciably increased. 

A substantial proportion of our tyre pro- 
duction.is supplied to the manufacturers of 
motor cars and other road vehicles, and a 
section of our organisation is devoted entirely 
to these. interests. You will know that there 
is a shortage of steel, and we cannot dissociate 
ourselves from the possible effects of this 
shortage upon the motor and cycle industries 
with which our own prosperity is linked. 

I hope that in the allocation of .raw 
materials, the outstanding importance of 
transport in all its sections and interests will 
receive the ready recognition of the authori- 
ties concerned, 


EXPORT SALES MARKETS 


A greater volume of goods was available 
for export than in 1945, in spite of the high 
priority given to major rubber goods for 
essential home industries and other require- 
ments. There was further relaxation in the 
control of exports and we were enabled more 
fully to meet requirements in markets of our 
choice. Dunlop plants overseas have again 
been helpful in assisting to meet demands. 

Certain overseas markets have been able 
progressively to relax their control of tyre 
sales and, in some, free market conditions 
have already returned, chiefly because of in- 
creasing exports from other countries. This 
has accelerated the change from a seller’s to 
a buyer’s market. : 


PLANS AND PROSPECTS 


Production is our country’s greatest need 
today. We have laid our plans to increase 
Dunlop productivity and extend Dunlop 
activities, as and when supplies of fuel, labour 
and materials permit. The response of our 
employees during the year under review 
gives me confidence that we can rely on 
their co-operation in our efforts to meet the 
national need and to adapt ourselves to 
changing circumstances. 

Turming to the position which faces Britain 
as a whole, I need not remind you that our 
overriding need is for a great increase of pro- 
duction, in order to pay for essential imports 
and to maintain our standard of life: Without 
this our people must relapse into poverty 
and Britain cease to be 4a first-rate power. 
This position is becoming daily: more and 
more fully recognised. We have the neces- 
sary skill in management, design and crafts- 
manship; our reputation for os dealing — 
for high quality stands as high as ever; a 
Ft tom that as soon as those engaged 
in our factories realise that production is not 
going to be continually held up by failure of 

res 


essential su they will respond to the 

nation’s pp Bare Bip Si Ae 
surpassing in volume 

Potie fer aythiel that has been 


plished in this country before. 
in co E 
“The report was adopted. 


GREYHOUND RACING. 


MR F. S. GENTLE ON RESTRICTIONS 

The nineteenth ordinary general meeting 
of the Greyhound Racing Association Trust, 
Limited, was held, on the’ 2nd ‘instant; in 


Mr Francis S. Gentle (chairman and 
managing director) said that there were three 
reasons why the ‘issue of the accounts: had 
been delayed—racing restrictions, the Budget 
and rating. With regard to racing restrictions 
the Government made an Order during the 
fuel crisis which had the effect of suspending 
greyhound racing entirely as from February 
lith. This discrimination whilst closing 
them entirely, allowed cinemas and theatres 
to continue. On the grounds that absen- 
teeism must be prevented, the Government 
then called representatives of all sports to 
the Home Office and insisted upon ‘their 
operating on Saturdays only, but horse racing 
was allowed to continue in mid-week and 
there had been no ban on cricket. “The tem- 
porary Act was for a period expiring on 
June 30, 1948, and could ‘not be extended 
except by new legislation but could be ended 
at any time by order of the Secretary of 
State. 

There had been a possibility of some dis- 
criminatory tax, such as a betting tax, being 
proposed in the Budget. Happily the Chan- 
cellor did not propose such a tax. 


RATING ASSESSMENTS 


As to rating, for some years now Rating 
Authorities had been inclined to the view that 
all race tracks ought to be assessed on what 
was known as the profits or revenue principle. 
They had recently appealed successfully in 
the Scottish Court of Session against assess- 
ments on that basis, but “in England large 
assessments had been made which were the 
subject of appeal. 

ing the year the restrictions on main- 
tenance and building had to all intents and 
purposes prevented any progress with the im- 
provement of facilities which they would 
have liked to have made. Active steps had, 
however, been taken to re-plan their stadia 
on the most modern lines and some progress 
had been made in improving totalisator 
equipment to meet the demand. The photo- 
finish camera was now an established part of 
their equipment and had proved itself in- 
valuable. 


OTHER ACTIVITIES 


The year 1946 had really been the first 
since the cessation of hostilities in which 
they had been able to return to activities 
other than greyhound racing. At the White 
City a full season of athletics had been held. 
At Harringay arena Roller Speedway, Ice 
Hockey, and Boxing, etc., had been operated 
and the Board were taking steps that the 
arena was used as far as possible in the 
current year. During the current year they 
had recommenced ‘speedway racing at 
Harringay Stadium. Whereas in pre-war 
years they had Jet the track for that purpose, 
they were now operating the racing them- 
selves, and so far the Board was satisfied 
with the results, 

Profit and sundry income for the year’ was 
£2,090,000° compared with £1,616,000 in 
1945, which was an all-time record: Of that 
amount taxation absorbed in total £1,649,000, 
an increase of over £200,000, 

E.P.T. was mainly at the 60 per cent. rate. 
a net profit  cueiio-es was a 
eT appropriating to reserve in the 

i om nies. The directors recom- 


making a total of 115 per cent. for the 
year. He had hopes that the present restric- 
tions would be lightened, at any rate on 
some tracks, in the not too distant future, 
but till then it was cbviously impossible to 
give any forecast for next year. 
The report was adopted. 
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AMALGAMATED METAL 
CORPORATION, LIMITED 


EFFECT OF WORLD SHORTAGES 


The eighteenth ordinary general meeting 
of the Amalgamated etal Corporation, 
Limited, will be held at Princes House, 95, 
Gresham Street, Londo, E.C., on the 17th 
instant. 

The following is an extract from the state- 
ment of the chairman, Mr Walter Gardner, 
circulated with the report and accounts for 
the year to March 31, 1947:— 

Non-ferrous metals have remained under 
control, and continue to be in short supply 
the world over. This state of affairs is de- 
terrent and frustrating to business, The rise 
in values since the beginning of 1946 is not 
a healthy sign, for increasing production is 
slow in materialising. There are, of course, 
many reasons for this, upon which it is not 
proposed to comment now. However, the 
outstanding feature of the situation is that 
the United States has become an importer 
of metals. 

A favourable feature for the Corporation 
has been the freeing of rubber from control 
during the past year, and, with most coun- 
tries eager to purchase the commodity, and 
the producing areas—more especially Malaya 
—showing progress, the movement of 
rubber into consumption has been on an en- 
hanced scale. It is all to the good that the 
London Market in Mincing Lane has re- 
opened. 

During the past year visits have been made 
by directors and other senior executives of 
both the British Metal Corporation, Limited, 
and Henry Gardner and Company, Limited, 
to various parts of the world. These journeys, 
have included visits to Australia and Canada, 
where we have had an opportunity of re- 
newing, after the gap caused by the war, 
personal contacts with those engaged on the 
spot in the industries with which we have 
such important and valued connections. 

During the past year the British Metal 
Corporation has acquired the entire share 
capital of Forest Hardwoods, Limited, a com- 
pany engaged in the import of umber into 
this country and in the distribution of im- 
ported and home-grown timbers. 


PROGRESS OF SUBSIDIARIES 


The following notes in regard to some 
other of our subsidiaries may be of interest. 

Huntington, Heberlein and Company, 
Limited, the metallurgical and chemical 
engineering subsidiary of the British Metal 
Corporation, is fully employed at the present 
time with both home and export business, 
and has a numbef of important contracts in 
course of execution. 

Colliery Engineering, Limited, specialises 
in plant for collieries, which includes the 
handling, cleaning and classification of coal 
at the surface. In recent years the company 
has introduced into the industry in this 
country new processes of very high effi- 
ciency to clean coal of all sizes mechanically, 

Aerex, Limited, specialises in ventilating 
and fan plant of all kinds and of a very 
efficient character, principally for industrial 
work, 

Henry Gardner and Company, Limited, 
have now entered the export fields for the 
sale of manufactured products in .overseas 
territories. They are engaged in building up 
a network of associations in Malaya, India, 
Cyprus, South America, Canada and China. 
The association which both companies have 
with their agents, Messrs C. Tennant, Sons 
and Company, of New York, is of great and 
increasing value, whilst the British Metal 
Corporation, through its associated com- 
panies in Montreal and Calcutta, is well 
placed in Canada and India to further the 

’s business, 


it has been in the past, be solely of an. in- 


dustrial character. Commerce has always 
played a large part in her economy. Pecu- 
liarly situated as she is and highly populated, 
she must continue to be a world trader, 
when the present sellers’ market is over her 
position as the world’s greatest importer 
must again be a factor of vital importance to 
the well-being of the world. Accordingly, 
the reopening of the Metal Exchange, if and 
when it becomes possible, should be a most 
beneficial measure to producers and con- 
sumers alike. 


WILLIAM BEARDMORE AND 
COMPANY, LIMITED 


EFFECTS OF NATIONALISATION 
SIR JAMES LITHGOW’S REVIEW 


Sir James Lithgow, chairman of William 
Beardmore and Company, Limited, at the 
company’s annual meeting in Glasgow, on 
the Sth instant, stated that the demand for 
the company’s commercial products - still 
remains good. 

The fatlure of the Ministry of Fuel and 
Power to obtain from the individual miner 
an output the least approaching what he was 
accustomed to give to his individual em- 
ployer, to which the chairman referred last 
year, has made itself even more manifest. 
Attempts are now being made to obscure the 
issue by suggesting the necessity for recruit- 
ment of a personnel larger than was ever 
before employed on mining coal for home 
consumption. 

Fortunately, much of the company’s pro- 
duction is now for purposes enjoying a high 
degree of priority. 

Continuing, he said Nationalisation had not 
produced cheaper, better and more abundant 
fuel. On the contrary, it seems necessary to 
reconcile ourselves to dearer, poorer and 
scarcer supplies, with all that that implies 
im the lowering of our industrial tempo and 
an automatic reduction of our national wealth, 
Even greater loss to the country’s industrial 
prosperity must inevitably follow the handing 
over to centralised political control of the 
highly technical iron and steel industry. This 
loss will be most acutely felt on Clydeside. 


CONSERVATIVE VALUATION 


The chairman, in referring to the 
accounts, indicated that he was satisfied the 
fixed assets were conservatively valued and 
would be able to hold their own in earning 
capacity with any in the trade. 

The liquidation of Newton Mines and 
Beardmore Diesels, two of the company’s 
subsidiaries, will produce fully £100,000 in 
cash more than the 1938 valuation in the 
balance-sheet, and he stated that the value 
of holdings in associated companies as shown 
in the balance-sheet was very substantially 
below the cash value today. 

Referring to the hope expressed twelve 
months ago that any doubts then existing as 
to the company’s liabilities in respect of taxa- 
tion and as to the assets in the shape of 
unsettled Government accounts would by 
now be cleared up, the chairman stated that 
this hope had not been fully realised, but 
sufficient progress had been made for him 
to be able to assure stockholders that the 
figures included in the accounts for these 
items were conservative. 

_ After referring to the immensely strong 
liquid financial position of the company, the 
chairman said it was the declared policy of 
the board, as enunciated last year, to con- 
serve these ample resources until some clear 
opportunity arises utilising them in 
furthering the interests of the proprietors, as 
well as of the trade of the country. In. the 
particular trade in which the company is such 
an outstanding unit political uncertainties 
counsel caution, but the directors were deter- 
mined to maintain the company’s plant and 
equipment to cover its existing lines of 
business in the most efficient and up-to-date 
condition, . 

The report and accounts were adopted. 
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BRISTOL AEROPLANE 
COMPANY, LIMITED 
CONSIDERABLE PROGRESS 


The thirty-seventh ordinary general 
meeting of the Bristol Aeroplane Company. 
Limited, was held, on the 3rd instant, at 

ristol, 

Sir William G. Verdon Smith, C.B.E. the 
chairman), in the course of his speech, said: 
Whilst we have reason to present with con- 
fidence the results of the company’s work in 
1946, the degree of optimism for the future 
= oe Se rae our technical 

y justi must tempered by restraint 
for economic and political seal! 


ACTIVITIES OF THE COMPANY 

_ During 1946 Poe er aircraft divi- 
sion concentrat rtly upon the Bri 
for the R.A.F. mal partly Sede the Besta 
Type 170, known as the “ Wayfarer” 
senger) and the “ Freighter” (cargo). . 
Bristol Type 170, with Bristol Hercules 
engines, has been sold overseas in a number 
of cone. . 

In Uon, steady progress is being made 
with the building of the Bristol an 167, 
Brabazon Mark 1. 

Our first helicopter has recently started 
flight tests, and helicopters of more advanced 
design are being discussed with the Ministry 
of Supply. 

Our engine division had a successful and 
encouraging year. Bristol Hercules engines 
power all the Vickers’ Vikings. They are 
used in our own Wayfarers and Freighters; 
also in the Short Silent fiying-boats, the 
Handley-Page Hastings and Hermes aircraft 
and the Avro Tudor VII. 

The Bristol Centaurus has been in steady 
production for the Brigand and Sea Fury, 
also civil variants for the Airspeed Ambas- 
sador, the Brabazon and other types. 

Excellent progress was made with our 
Theseus propeller gas turbine, the first to pass 
an official type test. The Theseus will be 
installed in the Hetmes V, whilst later types 
of Bristol gas turbines will be installed in the 
Bristol Type 167 Mark II and in the 
Saunders-Roe flying-boat. 

Since the last general meeting good pro- 
gress has been made with the Bristol 2-litre 
car; the early stages of production have been 
reached,. and the car has been exceedingly 
well received by discriminating critics both 
at home and overseas. ; 

A further branch of the company’s 
activities is the production for the Ministry 
of Supply of aluminium houses. As this con- 
stitutes a specialised business, a separate 
wholly-owned subsidiary company has been 
established known as the Bristol Aeroplane 
Company (Housing), Limited. 

A reduction of £2,571,534 in debtors is 
largely the result of final settlement of out- 
standing wartime contracts. 

At the end of 1945 there was a sum of 
£799,939 due to our bankers, the end of 1946 
found us with a balance at bank and cash 
in hand of £706,846 and tax reserve 
cates of £1,118,700. To a considerable extent 
this arises from the E.P.T. post-war refund. 


ALLOCATION OF PROFIT 

In the profit and loss account the met 
profit is £639,405. 

After usual charges, including income-tax 
at £285,000, there is a balance to be 
to the appropriation account of £346,721, 
which with the addition of the 
brought forward of 


£36,204, leaves 
available. Out of this the dividend on the 


stock and a 4 cent, interm 
preference as a osama bsorb 


dividend on 8 
£89,100, and £100,00 is being added 


reserve. 
Out of the balance of £193,825 your boast 
have recommended payment of a final dive 
dend of 6 per cent, making 10 pet cont ff 
same percentage as sly 
leaving {£84,925 to be carried forward. 
The report was adopted. 
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Statistical Summary = ives 


GOVERNMENT RETURNS 


For the week ended June 7, 1947, total 
ordinary revenue was /37,082,169, against 
ordinary expenditure of /67,124,340 and 
jssnes to sinking funds /760,000. " Thus, 
including sinking fund allocations of 
£2,169,015, the surplus accrued since April 
jst is 4£202,563,881 against a deficit of 
{196,938,000 for the corresponding period 
a year ago. 

ORDINARY AND SELF-BALANCING 

REVENUE AND EXPENDITURE _ 


j Receipts into the 


} i Exchequer 
| | me {£ thousand) 
ee a an 
Re ae Fb bb ad te 
{ ge } te pended ended 
i June | June | June | fume 
: iw | 4% $F: % 
i j 1946 | «1947 ; 1G, 1947 
 iepmany Scot tr os)! ef} ee 
Revenve ' ' 


650 
30,855, 2,010, 2,885 

; 8.570... | 800 
$119 430 410 13 
52,097, 35,375 4,630 2,410 
1066 8.12. 





BP.T Ves 
Other “Inland Rev. 1,000 











Total Inland Rev. 1568000 263,443, 241,733 14,761 16,644 


























Customs........ 136, 960 106,412 150, 069 8.845 14,892 
Se . . <iwiakas ' 643,040 106,700) 104,400 2.597 2,300 
Teta) Customs & i 

Excise ........ 1380000 213,112 254,469 11,442 17,192 
Motor D 50,000, 4,665 5,508 420 611 
Sarptus SW St wes 95,000 545 28,564 276 2,253 
Swplus = Receipts i ; 

from Trading ..) 55,000 
Pest Office (Net 

Receipts) . 2... . $e 4,000, 2,950, 200, - 
Wireless Licences. 11,000 T2h «1670... 
Gown Lands .... 1,000 180, 380. 


Receipts from i i t 
Suodry Loans... 21,000. 3,436 3,724 ee 
Miscell. Receipts 4% 270,000 S314 136,255. 1,087) 32 


Total Ord, Rev.. 3452000 493, 45 675,052 28, 33h 37,082 











Seur-Barawcinc ' 





- degge 144,230 20,600 24,100, 1,700 1,900 

Incoine i 
EP.T. fetusde 43,000 36,705 4,786 6,586 309 
mee... oie 3644230 550,720 703,938 36,617: 39,291 
| Issues out of the Exchequer 

to meet payments 
} et Sei 
. | April A 

Expenditure mate, 1 eet Leitean! Week 
IMT-48, 5 | to ended enced 


June | June | June | See 
ee ees, ee ae” 
i 1946 | 1947 | 1946 | 1987 
a ; ; 
Bartxoirure | 
& Man. of. ' 
Nat. Debt... .. | rn 94,097 sacientehs 8,989 32,128 
to 


5 aati | 23,000 rs 4,186, 443) 696 


Orprx ary 








Other Cons. Fund i 
Services ......, 6,000, 36 3g iq «... 
: oe i mamnmentiiinnmanmeen! 
PR ee snc scvous , 556,000 96,186 109,579. 9,446, 


32,824 
Supply Services . . 2625367 592,390 360,741 43,400, 34,300 
Tetal Ord. Exp... 5101367 688,576 470,320 52,646) 67,124 


Seur-Barawe i 
PO. & Brocasting 144,230 20,600, 24,100 1,100 1,900 
Tocome Tax } 


on; 
E.P.T. Refunds, 49,000 36.108 4,786. Ges, 308 309 

















Miter decrea . Pee balances 987 to 
won tions for wry Gt 


042, the other Debt by £ 
t gross National v £36,142,481 to £25,483 million. 
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Ce ere AN pe te ae 


CHANGES IN DEBT {& thousand) 
Ner Receivers Net REPAYMENTS 


Nat. caw. 48: 
2)% Defence Beads 1,682 | 3°, Defence Bonds. *2.416 
Tax Reserve Certs, 023 3%, Term. Annuities 1,068 
Other Deb 





ti Other Debt :— 
oeeeetee 47,123 Internal. .......- i4 
Ways & Means Ad- 
VaRors. .....<... 7,999 
58,068 22,925 


* Inclading (1,822,000 paid Off in niatirity. 
FLOATING DEBT 


Tap | Depts. | Eng: , 
' land 
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JX ewe __: (Emilion) FP sede dale 
; } 
| ‘Treasury | Were end™ ' 
' Bails i ae » Trea- 4 
t 4 ances i sary i Total 
tee eee ee De- | Fioat- 
} : Bank PSs Debt 
i ¥ 
| Tender p Public} of | Banks 


' 





“{ 
June 6} 1950-0 2579- 5| 333-6 15-5 1570-5 6250-2 
; ‘ 


Gene 











1947 
vb) R115-0) 2565-5" 533-3 15-0 1473-5! 6759-5 
w» .8 ' 2285-0 2600-7. 585-7 ae) 4435-5 6812-9 
o 15 | 2185-0 2628-5. 582-2 .. © | 1455-9) 6850-7? 
oy 22 (2185-0! 2690-9 582-6 2-25 144-0 6894-7 
» Sil ' 2385-0) 2699-7 615-5 are 1456-5 6954-6 
Apr. 5 2185-0 2704-4) 592-7 48-75eg445-5 6944-4 
» 132 2185-0 2728-8 580-6 + »A443-5 , 6957-9 
» 439 (2185-0 2708-6 5835-8 1463-5 6941-0 
» 26 2190-0: 2692-1 519-9 1463-5 6865-5 
May 3: 2190-0 2661-5) 507-9 1463-5 6822-9 
» 10 2390-0 2629-4 401-35 1463-5 6684-1 
o» 27 | 2190-G: 2627-1) 48-0 5-25 1463-5 6633-8 
» 24 | 2190-0 2620-1) 327-5 1463-5 6601-1 
» Sl 2180-0; 2605-3; 337-5 1-5 1463-5 6585-8 
June 7 | 2180-0 2584-9 341-5 5-5 1463-5 6575-4 
TREASURY BILLS 
(£ million) 
} 35k 
te Amount Aa } Cent. 
Date of | sis a ga painted 
Tender | Applied i aaa be ae 
Offered “PPO allotted) SS | Min 
wet . | _ } ” | Rate 
1s6 
dupe 150-0 } 267-5 | 150-0, 10 0-76 33 
Mar. 7; 170-0 , 287-0 170-0 W 1-15 43 
» 14} 170-0 | 273-9 170-0 10 1-59 °° «51 
y» 22) 170-0 | 288-2 170-0: 10 1-29 | 45 
>. 28 170-0 | 296-9 170-0, 10 2-51 | 42 
Apr. 3) 170-0 293-9; 170-0, 10 2-60 ; 43 
oo 11}, 170-0 ; 296-2; 170-0) 10 2-57 | 43 
» 48 170-0 280-7: 170-0 1 3-10 51 
» 25, 160-0 . 291-8 160-0 10 2-72 2 
May 2 160-0 308-0; 160-0, 10 08% | 3 
» 9 170-0) 296-3 170-0) 10 1-38 | 44 
oe 16) 120-0) 281-2 170-0 10 1-62 i ao 
o» 23 160-0; 284-6 160-0 10 1-45 43 
ia | 170-0 | 262-5 1700 10 1-66 5 49 
June 6) 170-0 290-5 170-0, 10 1-49 45 
t i 
On June 6th applications niles betiaspenihieds Mendis 
Tuesday, W: y, Thursday and Friday were accepted 
as to about 45 per cenit. of the amount applied for at 
£99 17s. Sd. and applications at higher prices were accepted 
im full. Applications for bills to be on Saturday at 


te 17s. 6d. and above were scaanale Tn £170 million 
une 


being 
ended 14th the Banks will be 
for Treasury deposits to a maximum of £60,000,000. 


' ' _ (Mar. 3ito 
pn ge ae 
Savings Certificates — ’ i ies 
Sea 
Net Savings ...... evbsedcs 
Defence Bonds :— 


eer eeeeerene 


Repayments . eveweeceses 


12,271 | 113,563 


Net Savings Hnaswevebere 


Total net savings’) 0 50. 1,599 ‘DrI,615 | 57,817 
et "964 | 400 | S615 
terest atcrued on 







tse 15,765 | 107,963 


BANK OF ENGLAND 


RETURNS 


JUNE Il, 1947 
ISSUE DEPARTMENT 


€ 
Notes Issued : pot t Govt. Debt. . pAsie 
In Circle. ... 1395,453,059  Oter Govt. 
In Bankg. De- ' Secumties Aen 
partment .. $4,795, To oe Secs 786,021 
thee Gold. 9.917 





1450,242,433 "450,247,833 





senses 56,195,798 
pStee-ss 1,424,108 





3 Exchequer, Savings Baths, Commissioners 
of National and Dividend Accounts, 


COMPARATIVE ANALYSIS 
if million) ee 
i 1946 i 197 


' June 1 ay * yume | 
nis i ‘| 2 


i 


cee CAA A AON COOL I A OIA CE 


Notes in circulation ..... 1362- 1/1394-11396- 2/1396-4 
Notes im banking art- 
tt te : ? %- 5 S- ¥ 4-8 


O-7 03 


wth 8 oo 
> G2 So tS 


dee 
en 


oie 
le Sidi AS 





ie 


Senssa- 7 3 13- 


+ ‘Government debt is én, 015,100, an is, 553,000. 
Fiduciary issue raised from £1,400 niillion to {1,450 
millon 10, 1946. 
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Prices 
2 (1927 = 100) 

: i June 4 7 Sig 4: i Jane 3,” 
Som imeeenn, Oe EE ed ake 
Cereals and meat.... j0s-4 te 5 + jie 
Other foods ......:. + 306-7 | 138-6 135-6 
Tem c..« nscesnss } 30-2 137-1 137-3 
Minerals. :.......... | 1s2-9 224-6 224-6 
Miscellaneous .......'| 127-3 | 152-2 148-4 

nr ne 
Complete index ims 8 8 TT 146-3 
1913—100 ......... | 47: | 203-3 | 8S 


GOLD AND ) SILVER 


ae Official buying for 
cemsned at 1724 pet fine ouace throug ut the mech 
Market. prices* were as follows: 
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NATIONAL BANK OF INDIA LIMITED 
Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, €.C.2. 
BRANCHES: 
sei gigi, tee” Sr 
Calcutta Kandy Rangoon 
Cawnpore Karachi Tuticorin i Uganda 
Dar-es-salaam Mwanza Tanga .. ew. Tanganyika Territory 
SUBSCRIBED CAPITAL... «-> £&4,000,000 
RESERVE FUND... oe eee £2,300,000 
The Hank conducts every description of Eastern Banking business. 
Incorporated in Egypt. 
Head Office - - - CAIRO 
Commercial Register No. 1 Cairo. 
RESERVE FUND - - - = £3,000,000 
London Office: 
6 & 7 King William Street, E.C.4 


Bankers to the Government in Kenya Colony and 
Aden and Cochin Madras Kisumu Kenya 
Bombay Delhi Eliya 
Chittagong Lahore Zanzibar 
PAID-UP CAPITAL eee wee £&2,000,000 
Trusteeships and Executorships also undertaken. 
Liability of Members is Limited. 
FULLY PAID CAPITAL - «+ £3,000,000 
Branches im all the Principal: Towns im EGYPT and the SUDAN 











WADHAM COLLEGE 


BARNETT SENIOR SCHOLARSHIP 


The Warden and Fellows of Wadham College propose to elect to a 
Barnett Senior Sengrarenip. 25 The Scholarship is tenable for two years, 
and its maximum yalue is £300 per annum, The Scholar will be ex- 
pected to pursue research or advanced study in Economics or Ecoyomic 
History. He may, if he wishes, undertake a small amount of teaching 
in the College. Applications, which should be accompanied by a state- 
ment of the candidate's career and intended programme of work as 
well as by three testimonials, should be sent to the Warden, Wadham 
College, before Saturday, June 21, 1947, 


UNIVERSITY OF BRISTOL 


DEPARTMENT OF ECONOMICS 


Owing to the resignation of a Senior Lecturer in Economics the 
University proposes to make a senior ap pen een in that Department 
tor which applications are invited. salary and conditions of 
appointment will be in accordance with the. approved Grades and terms, 

Further per will be furnished on application to the Registrar. 

WINIFRED SHAPLAND, Secretary and Registrar 


UNIVERSITY COLLEGE OF HULL 


Applications are invited for a Statistician in the Lecturer’s grade, 
attached to the Department of Mathematics. Salary range (including 
cost-of-living allowance) £525 rising by increments to £800. Particulars 
may ke obtained from the Registrar, to whom applications (six copies) 
should be sent not later than July. 2nd. 


BIRKENHEAD EDUCATION COMMITTEE 


Applications are invited for the position of Headmaster of the Birken- 
head School of Commerce. 

Salary £600-£25-£750 a annum (no Bonus), with provision for incre- 
ments under this scale mar ge revious suitable experience. 

Further particulars and Forms of Application, which must be re- 
turned by June. 27, 1947. Yr. be obtained on receipt of a stam 
addressed envelope, from the Dire*tor of Education, 63, Hamilton e 
Birkenhead. Canvassing either directly or indirectly will be a dis- 
qualification, 

















SHRIDGE—BERKHAMSTED, Herts. (Principal: General © Sir 

Bernard Paget, GCB, DSO, MC.) . Instruction at Asueidge eis Lontirely 
factual and caters for the ne man and woman, -end Course 
Friday, July 4th-Monday,. J wy 7th. Subject: Commonwealth and Inter- 
national fee oH Léetarers will incluue Air Vice Marshal D. C. Bennett, 
CB, CBE, DSO; Herbert-Agar, Esq.; R. C. K. Ensor, Esq.; Crank- 
shaw, Esq. Inclusive Fee Three Guineas, Application for enrolment 
should be made without delay to the Bursar. 





NSTITUTE OF PUBLIC ADMINISTRATION. -Conference on Public 
Corporation June 26th-June 30th a e, Berkhamsted erts. 
Mr. Herbert Emmerich (Chicago); . Rotson (L.8.B.); Sir 
Arthur Street (N.C.B.); mry Self iintstry of Civil Aviation). 
Fee for the course is £3 15s. i celiendion without delay to Director, 
L.P.A., 18, Ashley Place, S.W.1. 


THE POC OF INDUSTRIAL DESIGN Pa applications for 
the post of Director which has just fallen vacant, Salary up to £2,500, 
according to experience and qualifications, with a contritutory Super- 
——— cue ons required are a know of .some ~; 
wide res sad a general Understanding of the. mie arena a | 
ind design. "4 jem of application off Indu oR 
‘Mestablishment Officer, The Counoil - dustrial Desig a frm tne 
‘House, Petty France, London, Swi 


ro 2 Se ee ie aS dae taleasan. pean, Ee 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 yu 
AUTHORISED CAPITAL ...0 64.0 se aes £4,500,000 
CAPITAL FULLY PAID... 06.00 ue oe £2,400,000 
RESERVE FUND & BALANCE carried forward .., £2,765,948 
DEPOSITS & CREDIT BALANCES 


as at 28th February, 1947 . dé of £87,073,848 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland, 


London Offices: 
CITY OFFICE, 30, BISHOPSGATE, E.C. 


PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, w. 


aennncnnnnencr cena er ce aati 
REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS - £16,300,000 
ASSETS EXCEED . -  €97,000,000 
CLAIMS PAID EXCEED - + €181,000,000 


(1946 Accounts) 


SCOTTISH SAVINGS COMMITTEE 


Applications are invited from men and women for five posts of 
Assistant Area Organiser in the Scottish Savings Committee, The 
vacancies are in Aberdeen, Ayr and Glasgow. 


Salary: £300 x 20—£625 ——. and x 15—£500 (women). 

There are prospects of 

Candidates must be British aie at least 21 and under 40 years 
of age on April 1, 1947. 

In general, candidates should have had full-time education up to 
the age of 17 or have obtained the Senior Leaving Certificate or its 
oe Experience of organising and of public speaking an 
advantage 

Forms of application with further particulars may be obtained from 
The Secretary, Scottish Savings Committee, York Buildings, Queen 
Street, Edinburgh 2. 

No application can be considered unless submitted on the prescribed 
form not later than July 31, 1947, for candidates in the United Kingdom 
or August 31, 1947, for candidates overseas 


Service candidates may apply without regard to the date of their 
release. 


EASTERN MEDITERRANEAN COMMERCE 


Gentleman; British born, —— 47; fifteen years’ experience—latterly 
as managing partner—in ol established house trading os Shi 
Agents and General Merchants; has trade connections in U.K., Levant 
countries, Egypt, Balkans, Cyprus, Iraq: of impeccable integrity and 
social standing; residences both in U.K. and Egypt; persona grata with 
leading commercial and other personalities in M.E. Zone; six. yeara’ 
commissioned war service —. decoration, two mentions); seeks ex- 
ecutive post operative from M.E, Office with British or American con- 
cern having long term policy trade development of M.E. and Balkan 
markets. Advertiser is peegeres. to travel and contribute entire energy 
(together with some capital investment if required) but expects incre- 
ment commensurate “— métier, Adequate financial and other 
references forthcoming. Replies «hereto will be returned under con- 
fidential pledge if considered ve.—Write Box * 458 


Tfeer PUBLIC COMPANY pequires rienced man an to ‘take ke charge 

of market research investigations : in its Economic Statistical 

Department. Experience of consumer surveys advantageous but know- 

ledge of trade research more important. Work includes market assess- 

=— _— and distribution. Salary according to qua 

—Box | 

W: ELL-KNOWN CONFECTIONERY FIRM require Lady Sales 
Statistical. Assistant for Market Research Dept. Shorthand/ 


Typing an advant Permanent ition for reliab] orker.—Write 
full details Box 467, Oe ue 


OUNG man (28), ex-Major, recently released, now on a 
Training Course. Pre-war business experience, knowledge’ of 
economics, accounts, international trade and salesmanship, Seeks 
position offering advancement through hard work, intelligence, initia- 


e: and responsibility. Joneed accept traineeship under Government 
Training Scheme. —Box 4 " roe. 




















CANADIAN ais RAILWAY COMPANY (Incorporated. in 
Canada with Limited Liability). DIVIDEND NOTICE—PREFER- 
ENCE STOCK. At a meeting of the Board of Dipectors ms to-day a 


dividend of Two per cent on the Preference Stock in respect of the 

year 1947 was deciared payable on August 1, 1947, to stockholders of 

record at 3 p.m. on July 1, 1947. By order of the Board, FREDERICK 
BRAMLEY, .MLEY, Secretary ry. Montreal, June 9, 1947. 


AVELING-BARFORD, LIMITED 
At a Meeting of the Board of Directors held on Thursday, June 5th, 
the following resolution was passed :— 
‘It was Resolved that a Dividend be paid on July 1, 1947, on the 
£230,000 5 per cent Cumulative Preference Stock at the rate of 
n annum for mon from anuary 
30, and that the Preference Stock Tratisfer Books of the 
pany be closed from June 17 to June 30, 1947, inclusive. 
By Order of the 


H. C. RYAN, Secretary 
Grantham, June 5, 1947 


__ Grantham, June 5, 1947 
PA2is BY AIR FOR GRAND PRIX, Sunday, June 2th. Sinan 


PTanen a ey evening's swt 
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